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During the past eighteen months we have issued six letters on 
monetary conditions and the outlook for the securities mar- 
ket. The latest, of recent date, is on the 


6é 4 -i< ° 9? 
Advisability of Selling Money 
By Haliburton Fales, Jr. 

Time has proven these letters to be remarkably correct. Our 
conclusions were stated definitely. These conclusions were 
not mere guesses, but the result of thorough and painstaking 

study of conditions. 

This is characteristic of the service we give, and is what you 
may expect from us in the attention to your personal account. 


These letters, including the one covering present conditions, 
will be sent on request. Write for them, and then decide 
whether our services will be of value to you. 


COLTON, FALES & CO. 


Members of New York Stock Exchange 


67 Exchange Place New York City 























Profitable Reading / 


These Five Books Have Earned a Place in 


Your Investment Library 


What an Investor Ought to Know. By Frederick Lownhaupt. Cloth 
bound, 160 pp., $1.06 delivered ; an explanation of the basic principles of bond 
investment that will clear much uncertainty from the investors’ minds. 

Investing for Profit. By G. C. Selden. Cloth bound, 170 pp., with dia- 
grams, $1.06 delivered; showing how investments in stocks and bonds can be 
made to return reasonable profits, as well as interest. 

Fourteen Methods of Operating in the Stock Market. Leather hound, 
pocket size, 160 pp., with diagrams, $1.04 delivered, which is “short” on theory 
and “long” on experience, giving the tried and tested methods used by vari- 
ous experts in their market operations. 

Studies in Tape Reading. By Richard D. Wyckoff. Leather bound, 192 
pp., $3.06 delivered; an explanation of the methods employed by scientific 
tape readers in judging the stock market. 


Mention what information on finance you want and we will 
fell you where to find it. 
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Current Financial Opinion 
The Up-to-Date Thoughts of Wide-Awake Thinkers 


A Gradual Process 
of Readjustment. 


"THE month has given evidence of the 

fact that business readjustment 
cannot, as a rule, be hurried. Most of 
us are optimists by nature, and we are 
therefore frequently subjected to disap- 
pointment because the progress of events 
isn’t fast enough to satisfy us. 

But the foundation will be laid all the 
firmer if it is laid slowly. We had an 
illustration in 1909 of the merely tem- 
porary effects which come from every- 
body telling everybody else to cheer up. 
We need something solider than that as 
the basis of genuine trade expansion. 

The general feeling of good judges 
seems to be that the present period of 
business readjustment will have to con- 
tinue during the first half of this year, 
but that, with good crops, better things 
may be expected in the last half, and that 
the security markets may discount such 
an improvement. 

First National Bank of Boston: The aver- 
age price of thirty listed railway bonds, 
taken as a basis, touched its low point the 
latter part of August. Since then the ad- 


vance has been about 3%, but the level is 
still well under the average for 1910, 1911, 


and 1912, and considerably under the high 
point touched after the 1907 panic; so it 
would seem that while bonds have had quite 
a considerable advance, with the present out- 
look for easier money and the accumulation 
of funds in the centers, the market should 
continue its upward course. 

Fourth National Bank, New York: The 
chances are good for a fair revival in general 
trade this spring. People are feeling better 
than they did about the outlook, as is evi- 
denced by the altogether remarkable broad- 
ening of the investment inquiry for really 
high grade securities. There is, of course, 
some uneasiness felt over the outcome of 
the recent developments in Mexico. There 
has been a plentiful supply of money in all 
the great markets, but recent developments 
in Europe and in the United States indicate 
rather clearly that the downward movement 
of interest rates has gone as far as it is 
likely to go, in view of the increased in- 
vestment buying of securities and the large 
borrowings by governments, states, munic- 
ipalities, railroads and industrial corpora- 
tions. Since the opening of the year there 
has been a steady absorption of securities 
by all classes of investors, and in this way 
a vast amount of liquid capital that was 
available for investmént has been used. 

The Mechanics-American National Bank 
of St. Louis: Money is plentiful in the ordi- 
nary sense, but there is sufficient demand 
from large borrowers to employ most of the 
funds that the banks have to offer for long 
periods. The trade outlook is good. Busi- 
ness men are still proceeding cautiously, 
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ROCKING THE BOAT. 
Wilson: “Not so hard, William! We may upset 
her!” 


—Leslie’s. 


but they are willing to do things, which is 
more than could be said of their attitude a 
few months ago. 

* * * 


A Genuine Basis 

for Improvement. 
HERE is no difficulty in finding 
tangible and definite evidences of 
a better condition of things than in 1913. 
These are evident not only in this coun- 
try but abroad. Both Newman Erb and 
Charles M. Schwab have recently been 
abroad and had ample opportunity to 

form their impressions there. 


Newman Erb: I found monetary condi- 
tions materially easier in London and in 
Paris, and the reports which I received while 
at those centers indicated the existence of 
similar conditions in Germany, Belgium and 
other Continental centers. There is some 
slowing down in general business in Europe, 
as in the United States. The lull in the in- 
vestment market which is being experienced 
in Europe as well as in the United States 
is perfectly natyral. Within a short time I 
look for investors to come into the market, 
both abroad and in this country, on a con- 
siderably larger scale. 


Charles M. Schwab: Business during the 
last few months has been slow, but from 


letters and telegrams I have received in the 
last few days I believe conditions are im- 
proving, and I hope that they will continue 
to do so. I have been a little pessimistic, 
but I hope that I have been wrong in that. 


Boston News Bureau: With sentiment so 
evenly divided between optimism and 
pessimism, it is worth observing what 
tangible improvement in business has taken 
place since the end of last year. The items 
may be summarized thus: 

A sharp decrease in commercial failures. 

Substantial gains in bank reserves. 

Great improvement in the world’s money 
markets. 

A quick recovery in bond prices. 

An increase in the efficiency in labor. 

A gain in total disbursements. 

While there may be much yet to be ac- 
complished, the year 1914 has apparently 
made a favorable start. 


* * o* 


Brazilian Troubles Are 
Reflected Around the World. 


"THE delicacy of the general situation, 

and the extent to which one coun- 
try is bound up with others even though 
commercial relations may be unimpor- 
tant, are shown by the widespread effect 
of the recent political outbreak in Brazil, 
coming at a time when the financial po- 
sition of that country was relatively 
weak. This is explained as follows by 
the Financial Age: 


From the standpoint of European finance 
the Brazilian situation is even more menac- 
ing in its possibilities than the Mexican 
imbroglio. The South American republic 
has for years been a most persistent ap- 
plicant at the London and Paris markets for 
new capital for development purposes. 
Some idea of the extent of these applica- 
tions may be afforded by the fact that at 
the present time the total amount of British 
capital alone invested in Brazilian enter- 
prises exceeds $1,100,000,000. It is probable 
that French investors have even a larger 
sum invested in Brazil, and it is well known 
that a number of Paris. bankers are now 
staggering under a load of unmarketable 
Brazilian securities. Hence any such un- 
toward development as the cables this week 
recorded, following the economic crisis with 
which Brazilian finance has been contending 
during the past several months, cannot but 
have a most depressing effect upon the mar- 
ket for securities abroad. In fact, it is gen- 
erally conceded in financial circles that any 
further unfavorable developments in Brazil 
at this time, when the Paris situation is the 
weak spot in the world’s financial fabric, 
would be disastrous, and it is the general 
realization of this possibility on the part of 
American financiers that is now being re- 
flected in the nervousness displayed by our 
own markets. 
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Radical Legislation 
Still Feared. 


THE two weakest spots in the situa- 

tion are perhaps the necessity of 
heavy financing in the near future by 
railroads and by governments in various 
parts of the world, and doubt as to the 
result of the anti-trust legislation now 
pending in Congress. The “Five 
Brothers” are regarded by some observ- 
ers with little less than dismay—at least 
in form in which they were first intro- 
duced. It is hoped that they may be 
tempered by amendments. 


The National City Bank of Chicago: li 
the country is spared radical legislation of 
the kind calculated to unsettle business and 
restrict the activities of the great industrial 
enterprises there is reason to expect a fur- 
ther revival in trade, but a point has been 
reached where it will be necessary for legis- 
lators to keep their hands off and to aid 
rather than hamper the upbuilding of busi- 
ness in the United States. This is not a 
question of politics but of plain common 
sense, as the people are beginning to realize. 
Corporations of heavy capitalization are to- 
day public institutions in the sense that their 
ownership is widely scattered through the 
distribution of stock among the largest 
number of individual shareholders whose 
fortunes were ever similarly joined in such 
undertakings, For that reason it is a mat- 
ter of great importance that the unrest of 
a year ago should not be repeated and that 
an aroused public sentiment should demand 
that the prominent industrial corporations 
of this country should not be harassed by 
restrictive legislation, but on the contrary, 
should be helped in every way possible to 
make up for the serious losses sustained 
during 1913. Highly important legislation 
affecting the so-called trusts seems certain 
to be enacted at the present session, and 
from the character of the bills already in- 
troduced the situation certainly calls for 
careful watching. 


“Jasper,” in Leslie’s Weekly: Have we 
overcome all the bad factors? By no means. 
The Anti-Trust Bills as they were intro- 
duced in Congress were the most radical, 
sweeping and destructive of anything we 
have ever had. If they are passed in any- 
thing like their present form I see no op- 
portunity for a permanent rise in the stock 
market, and I predict that the result will be 
a decided setback to business in the not 
distant future. 

* * . 


Some Shaken Foundations 
May Need Repairing. 


A PERIOD of stress in the money 
markets, followed by business re- 
action and temporary depression, always 
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THE UNEMPLOYED. 
Farmer Wilson: “‘Can’t fool me—they ain't no such 


animal!” 
—Pittsburg Gazette-Times, 


leaves some weaknesses behind it. These 
have to be cleaned up and repaired be- 
fore we can again get under full steam 
ahead. The heavy business failures 
around the turn of the year doubtless to 
some extent represented this cleaning up 
process. Another phase of this condi- 
tion is commented on by a_ banking 
house : 


J. S. Bache & Co., New York: In looking 
ahead at the business situation, one un- 
favorable factor must be borne in mind, and 
that is that the upkeep of properties has 
been of low proportions in the last few 
years, due to the small earnings in many 
properties, making it inconvenient or im- 
possible to put back into the plant the large 
amounts needed each year, and which were 
formerly, in good times, used for this pur- 
pose. This is especially true of the rail- 
roads, and to some extent, of some of the 
industrials. So that before real revival in 
increased earnings begins, a period of re- 
pairing and betterments will have to be gone 
through. 


National Bank of Commerce, Detroit: We 
must bear in mind the fact-that manufac- 
turers are not expanding their business or 
adding to their plants at the present time 
to any considerable extent. It is necessary 
for the business of this country to con- 
stantly progress in order to absorb and pro- 
vide employment for our ever-increasing 
population. If business stands still some 
portion of our-rising generation must fail 
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I have never seen a draft of this bill and 
I believe none has been printed, so a con- 
sideration of it is somewhat premature, but 
it is to my mind fraught with more danger 
than any other of the business bills recently 


proposed. age 
It will be impossible to prohibit all hold- 


ing companies without financial disaster, and 
just how the good can be separated from 
the bad in an act of Congress I cannot 
imagine. 

Public utility holding companies, for ex- 
ample, are sound in principle, even though 
some are not so in practice. 

Practically all large corporations are hold- 
ing companies to some extent and in many 
cases they are compelled to be so by the 
operation of State laws. 


* * * 


Trying to Define 
the Indefinable. 


PROF . HENRY R. SEAGER, of Co- 
‘ lumbia University, than whom it 
would be hard to find an abler, broader, 
or more kindly critic, objected strongly 
to the attempt to define the terms of the 
Sherman Law in such a way that every 
departure of business men from unre- 
strained competition would be held as 
necessarily resulting in “restraint of 
trade” and therefore to be condemned. 
He held that the degree of combination 
or enlargement of the scale of business 
undertakings which results in the high- 














THE STOCK EXCHANGE REGULATION BILL. 
Congress: “Let’s use that as d-bag!” 
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est efficiency, and therefore in the great- 
est public benefit, has not yet been ade- 
quately tested or ascertained, and that 
unbridled competition might easily prove 
to be nearly as bad as unrestrained 
monopoly. 

F. P. Fish, former president of the 
American Telephone & Telegraph Com- 
pany, commented further on this point: 


I do not believe that there is a single 
particle of evidence that prices to the con- 
sumer are now greater because of the ex- 
istence of large business organizations than 
they would have been if all business had 
been carried on by small units. In fact, it 
seems to me that the evidence is all to the 
contrary. Moreover, much of our modern 
achievement would clearly have been impos- 
sible if business had been carried on only 
in a small way. Because there have been 
aggregations of capital large enough to deal 
comprehensively with great industrial prob- 
lems work has been done and useful prod- 
ucts developed and marketed to a far greater 
extent than would have been otherwise the 
case, and manufacturing methods only pos- 
sible to organizations established on a large 
scale have surely resulted in a great reduc- 
tion of the cost of production. 

I have one instance in mind of a machine 
which today is of the utmost value to the 
people of the United States upon the devel- 
opment of which was spent more than three 
million dollars before there was any return 
from the enterprise. If there had not been 
a corporation of the modern type with mil- 
lions of capital and great resources by way 
of energy and trained men, which was ready 
to assume the burden and take the chances 
of working out the difficult problems in- 
volved in the perfection of this machine, it 
would never have been produced or put upon 
the market. 

I cannot help thinking that if these bills, 
in their present form, were enacted into law, 
the conduct of our business would suffer 
irreparably with disastrous results. 


* * * 


The Case Against 
Big Business. 


ECRETARY of Commerce Redfield 
presented the practical factory side 
of the administration’s point of view: 


It would be rey! easy for me to go 
over the list of the gigantic organizations 
that have ceased to exist, that could not 
bear the burden and heat of the day. A 
much pee ad list, I think, could be easily 
placed before you which have entirely failed 
to remunerate in the way of dividends any 
of the holders of their common stock. I 
believe it is a fact that is easily demon- 
strated, but which to my knowledge has 
never appeared in our public discussions of 
the subject, that while the number of these 
gigantic organizations which have been con- 
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spicuously successful is very large, it is 
nothing like half of those that have come 


into existence. 


I doubt if there is any expert production 
engineer today who would argue any more 
that the way to get efficiency in cost produc- 
tion is to take ten, twenty or thirty factories 
unrelated and unite them into one gigantic 
organization. I believe myself that it was 
true, as was told me twenty-five years ago 
it would be true, that this particular phase 
of combination carried with it the seed of 
its own decay. I believe that that decay is 
already here. I believe it would be stated 
by most thoughtful producers today that the 
strength of one of these great organizations 
is no greater than the effectiveness of its 
most effective plant, and that millions have 
bees lost in winding up the plants of minor 
efficiency in order to make those that are 
more effective carry the burden better. 


The history of these organizations on 
their industrial side shows that process con- 
tinually going on. Nay, more, I think it is 
a fact that in almost all, if not all, the great 
industries that have had these great gigantic 
organizations there have grown up side by 
side with the so-called trusts, independent 
organizations, strong, aggressive, and car- 
rying an increasing share of the business, 
and that today it is true that the concerns 
in these industries in which the trusts exist, 
which pay the largest percentage of return 
upon their capital, are the smaller inde- 
pendent concerns. 

But you say we must have large produc- 
tion in order to get low cost. Yes; true; 
I admit every word of it, but it says nothing. 
How large? Not necessarily enormously 
large; not necessarily the same in any two 
kinds of business, and not necessarily the 
same in any two departments of the same 
factory. 

Let me take, for example, a certain tool. 
We will call it a wrench, if you choose. I 
believe it to be a normal experience that 
you cannot afford to make less than a cer- 
tain number, because the cost is too great: 
that you find, let us say, that you cannot 
afford to make a thousand at a “run.” Fac- 
tory managers always consider things at a 
“run,” not by the year. They know too 
much to make it in several “runs,” if they 
can make it in one. You find that you can 
afford to make 5,000. You find that you 
can afford much better to make 10,000, and 
you are doing pretty well on 10,000, indeed. 
When you make 20,000 you still do better, 
but very little better. The percentage of 
cost reduction between 5,000 and 10, is 
very large; the percentage of reduction be- 
tween 10,000 and 20,000 is very small, and 
you cannot afford to make 30,000 at all; 
they cost too much. That is not easy to 
see, perhaps, but I think I can make it clear. 

he moment you pass your production be- 
yond a certain point you throw your shop 
.out of balance, and that lack of balance is 
the most costly thing to have about you. 


My own belief, then, as a practical factory 
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man of over thirty years’ experience is that 
this well-balanced plant—and I put great 
stress upon that question of balance in a 
plant—which operates on a sufficient output 
to keep it moving steadily is the most ef- 
fective plant—and that in that law you find 
the solution of the fact known to all of you 
that the small independent concern today 
has in almost every business grown up side 
by side, competing openly with the great 
organizations which we fear so much. 


7 * * 


President Van Hise 
Sums Matters Up. 


ONE of the longest and most thought- 

ful of the speeches was by Presi- 
dent C. R. Van Hise, of the University 
of Wisconsin. He emphasized the im- 
portance of co-operation and the fact 
that, if an attempt is made to define the 
terms of the Sherman Law exactly, they 
will be found to apply to a great number 
of small business undertakings as well 
as to the big trusts. He reached the fol- 
lowing conclusions : 

The foregoing discussion leads to the fol- 
lowing conclusions: 

1. The Sherman Act has been useful in pre- 
venting unfair practices and punishing those 
who indulged in them, and its influence in 
this field is likely to become much greater 
in the future than in the past. Manifestly 
the act should not be modified so as to 
interfere with its efficiency in this respect. 


2. The Sherman Act was useful as a club 
to prevent a general advance of freight 























DON’T HURT THE BYSTANDERS! 
—Baltimore American. 
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rates, before the enactment of the clause 
which gave the Interstate Commerce Com- 
mission authority to suspend proposed ad- 
vances pending investigation. 


3. But the most important effect of the 
Sherman Act to the present time has been 
the acceleration of concentration of indus- 
try by driving organizations from the pool 
to the trust, ) Bae, the trust to the holding 
corporation, and from holding corporation 
to complete merger, an effect the very op- 
posite of that intended by those who favored 
the passage of the law. 


4. No advantage has been shown, nor is 
likely to be shown from dissolution of pub- 
lic utility corporations under the Sherman 
Act, which are already under the control 
of the commissions, state and national. 
These are illustrated by the American Tele- 
phone and Telegraph Company, the Union 
Pacific-Southern Pacific merger, etc. n 
the contrary there is every likelihood that 
the public will suffer from dissolutions of 
organizations of this class. The above 
statement does not necessarily include lines 
of business of a non-public utilities nature 
which may be owned or controlled by a 
public service corporation. 


5. To the present time it cannot be shown 
that any advantage has accrued to the pub- 
lic from the disintegration of such industrial 
organizations as the Standard Oil Company, 
the American Tobacco Company, etc. While 
the evidence is not wholly decisive, its 
weight is rather that the public has suffered 
from their dissolution through increased 
prices. 


6. The foregoing conclusions, combined 
with other facts, lead to another direction 
than disintegration as the solution of the 
difficulties which have arisen in connection 
with concentration of industry; that solution 
lies along the following lines: 

a. There should be created interstate and 
state trade commissions which should have 
powers in regard to those industrial or- 
ganizations so large as to be affected with 
a public interest, and in regard to those 
which by corporation control the market, 
similar to those which the national and state 
public utilities commissions have in regard 
to the public utilities. 


b. The Sherman Act should be supple- 
mented by another act, which shall forbid 
all combinations and contracts in restraint 
of trade which are detrimental to the wel- 
fare of the people and which shall make the 
presumption that all such combinations and 
contracts are thus detrimental, but permit 
the trade commissions to allow such rea- 
sonable contracts and combinations in re- 
straint of trade as are not inimical to the 
welfare of the people. 

7. This program to create interstate and 
state trade commissions and permit rea- 
sonable co-operation will result in the 
following benefits: 

a. The efficiency which goes with indus- 
trial magnitude will be securable and the 
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resultant profits may be fairly distributed 
between the producer and the consumer. 

b. The farmers’ co-operative movements 
will become lawful. 

c. Labor organizations will be free to act 
in all legitimate ways. 

d. Exploitation of the natural resources 
may be carried on in harmony with the prin- 
ciples of conservation. 

* * * 


Where Will the Steel 
Corporation Stand? 


LAST October Byron W. Holt, in an 

article in this magazine, predicted 
that U. S. Steel would lose $40,000,000 
a year as a result of the tariff and that 
net profits would not average more than 
$80,000,000 ayear for the next five 
years. He now repeats this prediction, 
and states his reasons as follows: 


1. Past profits—averaging about $12 a ton 
—have depended largely upon tariff duties. 
With present duties, profits will probably 
average less than $7 a ton. Present profits 
do not exceed $5 or $6 a ton and prices 
cannot be advanced much while European 
steel conditions remain as bad as they now 
are. 

2. Even without foreign competition, ex- 
orbitant profits are passing. Domestic com- 
petition has increased much and prices 
cannot well be maintained in future. 


3. Increased wages, pensions, welfare 
work, etc., have added $30,000,000 to $40,- 
000,000 a year to expenses. 


4. The abolition of tap-line and other 
forms of railroad rebates may cost the Steel 
Corporation from $5,000,000 to $10,000,000 a 
year. 

5. Millions will be lost by the forced re- 
duction of freight rates on ore carried on 
the Corporation’s roads. 


6. Railroads, the biggest consumers of 
steel, are hard up and will not purchase 
freely this year and may not do so for sev- 
eral years. ; 

7. The cancellation of the Hill ore lease 
has weakened the Corporation’s monopoly 
of ore supplies. 


8. Trust suits and new trust legislation 
will cost money if they do not otherwise 
lessen earnings. 

9. Profits last year averaged less than $11 
a ton. They must now be less than $4, or 
at the rate of less than $50,000,000 a year 
on the less than 12,000,000 tons of probable 
output this year. 

10. Because of recent new bond issues 
fixed charges are greater than ever before. 

11. During the last three years expendi- 
tures for new construction have been less 
than half of what they used to be and what 
experts consider necessary to keep up the 
relative efficiency of the Corporation’s 
plants. 
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12. Orders for steel are now falling off, 
while prices are weakening. 


Under these conditions we do not expect 
the 5 per cent. dividend on Steel Common 
to continue many quarters longer. We mar- 
vel that, dividends have been paid so long 
and to such an extent on the ocean of water 
that constitutes the $508,000,000 of common 
stock. In the nature of things such profits 
could not continue forever unless based 
upon more of a monopoly than we think the 
Steel Corporation has. 


The above arraignment is so nearly 
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complete that it seems too bad to have 
anything overlooked, so we will add that 
since organization of the company taxes 
have increased from about $2,000,000 to 
$11,000,000; that the community of in- 
terest plan for maintaining prices has 
been abandoned; and the death of J. P. 
Morgan has removed one of the stalwart 
bulwarks of the corporation. 

But of course there is another side to 
the story. It depends on the point of 
view. 








The Currency Act and Commercial Paper 





Attempts to Define 
Commercial Paper. 


HE new Currency Act provides 
that the Federal Reserve Board is 
to have the right to determine or 

define the character of the commercial 
paper eligible for discount within the 
meaning of the act. This is proving no 
small problem. The opinion of bankers 
generally has been requested and freely 
expressed. The Reserve Bank Organiza- 
tion Committee at Washington puts the 
problem thus: 


The true definition of “commercial paper” 
or “commercial transactions” gives rise to 
a great difference of opinion on the part of 
bankers generally, and is susceptible of a 
very broad or very narrow interpretation. 
The point has been frequently raised, and 
insisted upon, that “commercial paper” in a 
purely technical sense should be construed 
to mean obligations which represent the pur- 
chase price of some commodity sold. 

Attention has been called to the fact, 
however, that trade customs in the United 
States have developed along lines which 
would limit such paper to a proportionately 
small amount if this strict and technical 
interpretation were adopted. 

In other words, the established practice 
now appears to be that instead of the pur- 
chaser executing his note to the vendor for 
the whole or any part of the purchase price 
of the commodity sold, it has become cus- 
tomary, in order to obtain the b@nefit of 
cash discounts, for the purchaser to borrow 
directly from the banks and to use the pro- 
ceeds of such loans to make the payment 
due the vendor. This being true,-the ques- 
tion of identification af “commercial paper” 
presents some practical difficulties. 


The Bankers 

Can’t Agree. 
URIOUSLY enough, there has 
arisen a considerable difference of 
opinion among leading bankers as to 
whether one-name paper should be ac- 
cepted, or two-name paper insisted upon, 
or some middle ground chosen which 
would lead to a gradual return to the 
old practice under which the buyer of 
goods made his note in payment therefor, 
the seller of the goods formally accepted 
the note, and then discounted it at the 
bank. This method still obtains in Eu- 


SORTING THEM OVER. 
—Saratogian. 
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rope and the New York Clearing House 
favors returning to it in this country: 


The custom in this country .of sellers of 
commodities granting discounts for what 
are known as cash payments has resulted in 
the practical abandonment of former trade 
methods whereby the purchaser gave his 
note to the order of the seller in completion 
of the transaction, and in the establishment 
of the practice of bank borrowings by pur- 
chasers for the procurement of funds with 
which to discount their bills. Although such 
practice could not well be discontinued 
abruptly, nevertheless we deem it a matter of 
the utmost importance that there should be a 

eneral restoration of the former conditions 
in this respect. The use of acceptances abroad 
is a prime factor in the open discount market 
and a similar system should prevail in this 
country. The purpose of issue of that class 
of paper is apparent on its face; and as it 
retires itself automatically it is an efficient aid 
in making an elastic circulation. Jt is evident 
from the language of the Federal Reserve Act 
that the advantages of this system were appre- 
ciated, and we urge that every legitimate effort 
be made to encourage its general adoption. 

There are prominent dissenters from 
the above view, however. One of them 
is James B. Forgan, of Chicago. An- 
other is William A. Nash, chairman of 
the Corn Exchange Bank, New York, 
who says: 

Our custom as to commercial paper has 
grown by a slow process of evolution. As 
such the system is thoroughly understood 
by the business public, and experience has 
proved that with the safeguards around it 
it is an easily workable plan. 

Trade bills, so-called two-name paper, 
were formerly in common use. .They were 
gradually discarded when it was found that 
they were less practicable than the system 
of promissory notes, and trade discounts, 
which have come to be the universal prac- 
tice in the United States. This is our com- 
mercial paper, as distinctive as any Euro- 
pean paper, which there is a decided leaning 
to adopt to the discouragement of our own. 
The old system was abandoned for very 
good reasons. It was inadequate for our 
growing business and hampered rather than 
helped trade relations. Why after these 
years of constructive work in business in- 
struments we should be urged to go back to 
what we have left, merely it seems in imitation 
of a European system, entirely unfamiliar 
to us, is what some bankers cannot under- 
stand. 

It will not escape public attention that any 
ruling as to commercial paper as is fore- 
shadowed will not affect the negotiability of 
the existing style of per with the 22,500 
state institutions which control fifteen 
billions of deposits. It would seem that the 
availability of these banks and trust com- 
panies as discounters and purchasers, must 
effect either a modification or an abandon- 
ment of the proposed creation of new 
commercial instruments. 
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Philadelphia Favors 
Registration of All 
Rediscounted Paper. 


"THE Philadelphia clearinghouse urges 

the use of a single-name paper, but 
with a system of registration which 
would prevent over-discounting by any 
bank as a basis for the issue of Federal 
Reserve circulating notes. Extracts 
from the Philadelphia statement are as 
follows: 


It is our opinion that if the Federal re- 
serve banks are to perform the functions 
which are intended under the Federal re- 
serve act, they must accommodate them- 
selves to the conditions of banking and 
commerce as they now exist, unless vast and 
unsettling changes in banking and commer- 
cial methods are to be brought about. 


A comparatively small amount of paper 
of the description which a strict interpre- 
tation of the law might be construed to 
define is available in this country today. 
Generally such paper is not of the best, for 
the reason that business firms and corpora- 
tions of the highest standard will not give 
a note in settlement of an account, but pre- 
fer, by the use of their own credit, to take 
advantage of trade discounts, and the seller 
who today exacts settlement by note or 
draft cannot command the best trade. 

The experience of banks buying single 
name commercial paper has shown that a 
very small percentage indeed of such paper 
is not paid at maturity. It has therefore 
been demonstrated that such paper, wisely 
selected, possesses the necessary fluidity to 
serve as security against a note issue. 


In order to place a check upon too free 
an issue of single name commercial paper 
and its rediscount to obtain notes from the 
Federal reserve bank the Federal Reserve 
Board might require that all single name 
paper, to be eligible for rediscount, must be 
registered at the Federal reserve bank. 
Each branch of a Federal reserve bank 
should be required to send a daily transcript 
to the parent bank of the name, amount and 
maturity of all paper registered by it, but 
such Federal reserve bank should likewise 
be required to submit daily a transcript to 
every other Federal reserve bank of all 
paper which it or its branches had registered 
and likewise notify its branches of advices 
of such paper, which it has received from 
other Federal reserve banks. 

If a system of such daily reports is estab- 
lished every Federal reserve bank and its 
branches, which has registered single name 
paper offered for discount, would be in- 
formed as to the amount of such paper out- 
standing. If this requirement of registra- 
tion was placed upon single name paper in 
order to make it eligible for discount, it 
would ultimately result in most of the paper 
of this description being so registered, 
which would be a great advantage, not only 
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to the Federal reserve banks, but to the 
member banks, and place a wholesome re- 
straint upon the issue of this paper. 

* * * 

How the Law Will Work 

During the First Year. 


EPRESENTATIVE Robert J. Bulk- 
ley, a member of the House Bank- 
ing and Currency Committee, has care- 
fully computed the probable results of 
the operation of the new Act for the first 
year. He finds that to make the required 
payments the country banks will have to 
draw from Reserve City Banks and Cen- 
tral Reserve City Banks where they now 
have deposits, the sum of $130,025,000. 
As their balances with the two classes of 
Reserve Banks Jan. 13 were $524,688,- 
000, they will have no difficulty in mak- 
ing the necessary withdrawals. 

The Reserve City Banks, in turn, will 
have to draw on the Central Reserve 
City Banks to the amount of $15,122,000, 
against present balances of $278,098,000. 

The Central Reserve Banks will be 
called upon for total payments of $192,- 
398,000—on their own account and for 
the accounts of Reserve Banks and 
Country Banks—but the reduction of re- 
serve requirements under the new law 
will release $262,780,000, leaving them 
a free balance of $70,382,000. 

This confirms what has been re- 
peatedly stated in this department, that 
the new system will permit credit expan- 
sion right from the start. 


* * * 

If Inflation Results, 

It Will Be Slow Starting. 
HARLES A. CONANT, in an ad- 


dress before the Berkshire Bankers’ 
Association, discussed the possibilities of 
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inflation under the new law and its gen- 
eral operation. Danger of any real infla- 
tion was remote, he thought: 


He pointed out that the Federal reserve 
banks probably would not be organized and 
ready for business for five or six months, 
and that they would not be able to issue 
circulating notes until they were called upon 
to surrender deposits or to rediscount com- 
mercial paper. Their position at first would 
be exceptionally strong, because their as- 
sets would consist entirely of cash, or 
credits convertible into cash, paid in by 
member banks as subscriptions to their cap- 
ital stock, as legal reserves under the new 
law, or as government deposits. 

Only gradually in any case would these 
large cash resources, amounting probably 
to $600,000,000, be used as the basis of 
credit. The legal requirement, that a re- 
serve should be held against Federal reserve 
notes of not less than 40 per cent. in gold, 
Mr. Conant asserted should be treated by 
the Federal Reserve Board as a minimum 
requirentent, and the effort should be made 
to maintain the reserve in times of easy 
money at approximately 60 per cent., in 
order to have a margin for meeting periods 
of pressure. 

Only by degrees could Federal reserve 
notes be put into circulation by means of 
rediscounts, and it lay with the Federal R 
serve Board to frame rules carefully re- 
stricting the character of such discounts to 
conservative commercial transactions of the 
highest class, and for the directors of the 
several Federal reserve banks to carry out 
these rules. 

One of the fundamental duties of the man- 
agers of the new system would be to sub- 
stitute Federal reserve notes for gold and 
lawful money now in circulation so far as 
their legitimate business and the operations 
of the Treasury permitted, in order to ac- 
cumulate in the Federal reserve banks a 
fund of gold which would be as impressive 
as the sums of more than $600,000,000 each 
held by the State Bank of Russia and the 
Bank of France. 








Comment on Timely Topics 





The Arguments for 
Mexican Intervention. 
Ts desirability of our keeping out 
of the Mexican muddle as long 
as we can honorably pursue that 
course is evident to most observers. We 


“have troubles of our own,” without 
shouldering those of our distraught 
neighbor. Once we took the Mexican 
bull by the tail, the question would be 
how to let go, and that would be likely 
to prove even more puzzling than the 
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CAN’T THE TROUBLESOME FOREIGNERS SEE 


HE’S BUSY? 
—Chicago Tribune. 





present problem of how to keep from 
catching hold. 

But everything has two sides except a 
golf ball. Here is the way the Boston 
Commercial looks at it: 


A foreign war never fails to arouse that 
national patriotism without which no gov- 
ernment can long endure. A war with 
Mexico would do this government and its 
people more good at present than almost 
anything else possibly could, for it would 
put an end to internal discontent, stop the 
pernicious and devastating war on business 
and corporations and re-establish the pride 
of patriotic citizenship which unfortunately 
has been rapidly going to decay. 


OF WALL STREET. 


If we had the right kind of a government 
it would be one of the greatest acts of 
charity and humanity ever performed to go 
down into Mexico, capture and hang the 200 
or 300 bandits and murderers who are now 
dominating that country and fighting among 
themselves, and establish law and order, peace 
and prosperity there, just as preceding admin- 
istrations did in the area comprising the 
Louisiana purchase and in New Mexico and 
Arizona. 

The common people of Mexico are being 
exploited, murdered, robbed and starved. 
Their intellectual and moral standards may 
not be up to ours, but they are human, 
nevertheless. We could dispose of their 
persecutors, permit them to re-establish 
their homes and resume their peaceful in- 
dustrial pursuits without depriving them of 
any of their liberties. 


* * * 


Who Owns Mexico 
Anyway? 
A COORDING to the table herewith, 
from.the Review of Reviews, we 
come nearer to owning Mexico than the 
Mexicans do. Especially is this true of 
the railroads and the mines. The Mex- 
ican government owns a bare majority 
of the stock of the National Railway, 
thus controlling the system; otherwise 
Americans dominate the railroad situa- 
tion there, so far as investment of capital 
is concerned. The “Big Business” of 
Mexico is run on American capital. 
Still, the investors who put their money 





Classification American 


Railway stocks and 
bonds 

Bank stocks 
deposits 

National bonds ... 

Mines and smelters 

Timber lands 

Ranches, farms and 
livestock 

Houses and per- 
sonal property.. 

Mills and factories 

Electric railroads 
and power plants 8, 

Stores 


30,550,000 

52,000,000 

249,500,000 
8,1 


Rubber industry... 

Professional outfits 

Insurance 

Theatres, hotels 
and various insti- 
tutions 


MEXICAN INVESTMENTS CLASSIFIED. 
English 


$644,390,000 $168,917,800 $17,000,000 $137,715,000 


680,000 127,020, 
3,230,000 22,416,000 19,584,200 


,000 
ore: 140,000 
Oil industry 10,000, 


850,000 


125,000 


French Mexican Other 
$38,610,380 
21,810,000 


‘10,830,000 
750,000 


5,050,000 


2,760,000 
13,495,000 


275,000 
16,445,000 


2,500,000 
1,100,000 
3,500,000 


000 


Sisia es & 


7,680,000 


350,000 77,305,000 1,410,000 








$1,057,775,000 $321,302,800 $143,446,000 $793,187,242 $118,535,380 
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into Mexican properties know what 
politics is in that country. We are not 
obliged to go down there and protect 
their property for them. Caveat emptor 
—they took the chance. 

* * * 

And Now the Board of 

Trade Is Under Fire. 


THE New York Stock Exchange and 
the Cotton Exchange have been 
under fire so long that they are beginning 
to get used to it and almost enjoy it, as 
adding a little excitement to dull times. 
Now it is the Chicago Board of Trade’s 
turn. The charge is made before the 
House Rules Committee that the Board 
of Trade is involved in a monopolistic 
combine which arbitrarily fixes the price 
of wheat on the farms. The representa- 
tives of the Board very naturally deny 
this and assert that the present system 
of dealing in futures is the best yet de- 
vised in any country in the world, and 
gives the farmer every day an open mar- 
ket for his products. 
President Canby argued that since the 


wheat crop is harvested in ninety days 
but its consumption is spread over an 
entire year, some method of carrying the 
crop has to be provided. This is fur- 
nished by the trade in futures. He added: 


It is my experience in thirty-two years of 
wheat trading that this speculative dealing 


does not influence the price of grain. 
Through trading on the wheat pits there is 
furnished free, open competition in grain, 
the thing President Wilson has been preach- 
ing so long. .-The cost of working out the 
system, the % cent per bushel commission 
on futures, might well be termed the pre- 
mium on the insurance. 
* * * 


Making the Gold 
Dollar Hurry. 


HILE one set of economists is still 
worrying about the terrible re- 
sults which may follow the great increase 
in the world’s gold production since 
1890, another set is equally alarmed over 
the fact that additions to our stock of 
gold have not increased in proportion to 
business done since 1910—which goes to 
show that you can always find something 
to worry about if you look for it dili- 
gently. The Boston News Bureau brings 
out some interesting points: 


The decrease in output of Rand mines 


A LITTLE TANGLED. 
—Duluth News-Tribune. 


indicates that we need a breathing spell to 
devise new methods of making the dollar 
in gold circulate faster. For several years 
the world’s gold production has failed to 
keep pace with expansion of its business and 
demand for money, but in 1913, for the first 
time since 1900, the output actually de- 
creased. The total is estimated at only 
$463,312,673, against $474,333,268 the pre- 
vious year, and Rand mines are now pro- 
ducing, according to January results, at only 
$161,673,109 per annum compared wtih actual 
sates of $181,802,902 in 1913 and $188,613,665 
in : 

How the gold dollar has had to hurry 
faster and faster in the United States to 
do all the work required appears in the 
sharp decrease in reserves of all commer- 
cial banks taken together: 


Additions to 
stock of gold. 


Bank 
reserves. 


Already the shortage of gold has com- 
pelled each dollar in the United States to 
do about twice as much work as it did 22 
years ago, as is shown by the slump in bank 
reserves. With the world’s business increas- 
ing about 5 per cent. per annum, and its 
gold supply falling, it seems the duty of 
every civilized nation to find ways of mak- 
ing its gold circulate faster. 
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Growth of Insurance 
Policy Loans. 


HE Association of Life Insurance 
presidents has recently finished an 
investigation of the general subject of 
loans on policies. It was found that loans 
in the North Central states amounted to 
13.5 per cent. of reserves, while on the 
Pacific Coast they were 20.1 per cent. 
The average for the United States was 
16 per cent. Another interesting point 
brought out was that in New England 
the ratio of policy loans and premium 
notes to reserves increased 10.7 per cent. 
from 1907 to 1911, while the increase in 
the Southwestern states was 37.9 per 
cent. 

These figures point strongly to the ex- 
planation that insurance policies are in 
many cases used as a basis for business 
loans because a lower rate of interest can 
thus be obtained than by the ordinary 
process of borrowing on commercial 


paper. Doubtless in a broad general way 

the increase in these loans is an indica- 

tion of growing extravagance, but not to 

the extent sometimes assumed. It may 

also be an indication of shrewd borrow- 

ing. The following table, from Money 

and Risks, shows the growth of these 

loans: 

Ratio of 

Pol. Loans 

and Prem. 

Sum of Policy Notes to 

Loans and 

Prem. Notes. 
$550,238,837.74 
508,374,812.57 
466,379,043.53 
421,229,815.40 
384,887,590.39 
327,430,870.17 
254,948,907.21 
215,806,094.81 
181,752,397.37 
152,598,028.20 
124,119,549.63 
101,907,537.59 
86,458,936.99 





mistakes in investment. 


see just what you have for it. 


and Mexican plantations. 


not get the profit. 


Be independent. 
Keep away from promoters. 





To the Small Investor 


Y the small investor, we mean the man who, by hard work and economy, 
saves a few hundred dollars a year. Such persons frequently lose through 


They often feel that they cannot afford to keep their money idle, but con- 
tinue to worry about it even after it is invested. To such we would say: 
Invest your money where it will work slowly and where you can always 


Don’t go on anyone’s representations. 
Don’t let anybody talk you into anything. 
Don’t lend your money to the man who offers you large returns. 


Don’t be tempted by advertisements of mining stocks, rubber companies 
Some of these things may be profitable, but you will 


Leave large schemes‘to large investors, who can afford the risk, and 
the expense and trouble of careful investigation. 
Keep your savings where you can watch them. 

















Current Railroad Earnings 


By H. G. NIEDERMEYER 








[Mr. Niedermeyer is known as an authority on this subject. 


on thorough and careful research.—EDITOR.] 


HE reports of net earnings of the 
various railroad systems through- 
out the United States for many 

months have constantly been showing a 
decreasing tendency. This has partly 
been caused by reduced gross earnings, 
increased operating expenses, increased 
taxes, and increased fixed charges ; also, 
in a number of cases, by extraordinary 
charges for losses on account of the 
floods of last year. 

Is a turn for the better at hand? This 
is the critical question, which the follow- 
ing will partly answer. 

The January and February reports do 
not show any tendency toward improve- 
ment. Instead, the weekly reports of 
minor roads show a large decrease in 
earnings. Owing to the _ inclement 
weather conditions the net results will be 
exceedingly poor for these months. 

What is there to look forward to in 
the coming months of March, April, 
May and June? With the exception of 
the coal roads, the bulk of traffic is moved 
during the period of July to November, 
inclusive. Then a receding movement 
sets in, which continues from December 
until June, with the possible exception 
of April—this being normally the first 
month of open weather, and benefited by 
the rush of traffic caused by congestion 
during the previous three months. The 
bulk of traffic has already been moved 
and a waiting period for the new crops 
has, by this time, arrived. Therefore it 
is quite evident that the traffic to be 
moved is simply of a hand-to-mouth 
character. These conditions are some- 
times improved when the crops have been 
abnormal; then a very heavy return 
movement is the result. However, such 
is not the case this year. The results so 
far shown indicate that the coming 
months will not do as well as was shown 
for the comparative period of a year 
ago, 


All his estimates are based 


The group of Southern roads is an ex- 
ception to the general theory applied 
above. The gross and the net earnings 
have both shown an inclination to at 
least hold their own compared with a 
year ago. This is probably caused by 
the good cotton crop and a period of de- 
velopment which seems to be in progress 
in the South. 

In the following table are presented a 
few estimates of the earnings per share 
of the respective railroad companies for 
the year ending June 30, 1914, in com- 
parison with the same period ending June 
30, 1913: 

1913. 
11.48 
7.22 
5.25 
10.27 
11.64 
7.26 
3.40 
4.93 
17.57 
14.46 
8.61 
8.62 
11.70 
8.69 
9.85 
15.13 


For the year ending December 31, 
1913. 1912. 


5.57 6.24 
9.29 


1914, 


10.50 
5.50 


Atlantic Coast Line 
Baltimore & Ohio........ 
Chesapeake & Ohio 6.25 
Norfolk & Western 9.26 
Louisville & Nashville... .. 10.75 
Seaboard, pfd 8.75 
Southern Railway........ 3.00 
1.50 
Reading 
Lehigh Valley 
Atchison 


New York Central....... 
Pennsylvania 


As the respective roads above shown 
are subject to various influences and con- 
ditions a retrospective view and resumé 
of each road for the past twelve years is 
herewith given. 


ATLANTIC COAST LINE. 


This road seems to be of an improving 
character, showing only one serious set- 
back since 1901-02, which occurred in 
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the year 1907-08, when the earnings on 
the stock fell nearly 50 per cent. 


I AG dues Ve sS eve wses copes 9.70% 
CE ME civcwcccecees ves 5.80% 
SE Sathk oe day ted dss 0<si sen 3.90% 


The earnings for the current year will 
be slightly in excess of the average, and 
the dividend of 7 per cent. is safe. 

Conditions in the South being more 
staple than in any other section, the fig- 
ures quoted above are more likely to be 
improved upon than to recede in the im- 
mediate future. 


BALTIMORE & OHIO. 


This is a difficult proposition to 
analyze. The company has met with 
many factors of an adverse and at the 
same time possibly of only a temporary 
nature. At the time of the issuance of 
$63,500,000 convertible 4% per cent. 
bonds it was put to considerable trouble 
by the state of Maryland before permis- 
sion was granted. In the meantime tem- 
porary loans had to be negotiated. The 
floods of Ohio caused a loss of at least 
$2,500,000. 


The average in this case is....... 8.40% 
Improvements and betterments. . . 1.50% 
Dividends paid.................5.00% 
Cn Cutbacks devhvc pease taal 1.90% 


During this period operating expenses 
and taxes have increased from 64.32 per 
cent. to 75.35 per cent. A saving in this 
department may soon be in order. 

The earnings for the current year will 
probably be from 5 to 5% per cent. on 
the outstanding common stock. 

Although the earnings at the present 
time are decidedly below the average it 
would not be good judgment to accept the 
result for the current year as a basis for 
future earnings. To these figures should 
be added, say 1.25 per cent., for repairs 
of flood damage, also in case of the rate 
increase being granted the stock would 
be benefited by another 1.60 per cent., 
making a total of 8.35 per cent., almost 
equal to the twelve-year average. 


CHESAPEAKE & OHIO. 


This company has thrown a bomb into 
the ranks of its own stockholders and 
also those of other companies by its 


= 
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proposition to hold back certain sums 
out of income for a period of five years. 


First year.. $2,000,000—=3.20% on stock 
Second year 3,000,000=4.80% on stock 
Third year. 4,000,000—6.40% on stock 
Fourth year 4,000,000—6.40% on stock 
Fifth year.. 4,000,000—6.40% on stock 


Total ....$17,000,000 

Applying this plan to the past five 
years, beginning with the year 1908-09 
the following results would be shown: 





Avail. 
Actual. Reserve. for div. 
1908-09........ 6.39 3.20+ 1.82 
1909-10. ....... 10.02 4.80 5.22 
i ae 5.14 6.40 1.26* 
>) > Se 6.80 6.40 40 
Es vcaceve 5.25 6.40 1.15* 
WO éased 5.03 
Average ..1.01 
*Deficit. 


71.37 per cent. for improvements. 


The year 1909-10 was an extraordinary 
good year for the bituminous coal in- 
dustry. The next best year was in 1905- 
06 when 7.33 per cent. was earned. 

It is quite evident that in this case hope 
is the only asset. 


NORFOLK & WESTERN. 


The earnings of this road year after 
year are consistent. The average surplus 
for the twelve-year period is 1.30 per 
cent. after allowing 3.15. per cent. for 
improvements and betterments and 4.25 
per cent. paid in dividends. Operating 
expenses and taxes have increased about 
12 per cent. The dividend rate of 6 per 
cent. is safe beyond question. 


LOUISVILLE & NASHVILLE. 


The best year was in 1909-10 when 
17.35 per cent. was earned on $60,000,- 
000 stock. As this is equal to 14% per 
cent. on the present capital of $72,000,- 
000 the loss from the high point is only 
2.85. per cent. Owing to a reduction in 
passenger rates, to take effect April 1 
on some lines, from three cents to two 
and one-half cents per mile, a loss of 
$900,000 per annum is anticipated. 

The dividend of 7 per cent. is safe. 




















SEABOARD PREFERRED. 


During 1911-12 this stock earned 3.76 
per cent.; 1912-13, 7.26 per cent.; 1913- 
14, about 8.75 per cent. will be earned. 

The directors have declared two divi- 
dends of 1 per cent. each at quarterly 
periods (not stated as a quarterly divi- 
dend), and it is taken for granted that 
this stock is now on a 4 per cent. annual 
dividend basis. The margin of safety 
seems to be ample. 


SOUTHERN RAILWAY. 

From an earning capacity of fifty cents 
per share for 1901-02 this company has 
improved year by year until the pinnacle 
was attained in 1912-13 when 3.40 per 
cent. was earned. For the current year 
the result will be a trifle less. The pre- 
ferred stock seems to have a safe margin. 


ERIE, LEHIGH VALLEY AND READING. 


These roads may be considered to- 
gether. The frightful decrease in coal 
earnings is the main cause for the greatly 
reduced earnings of -these companies. 
Until manufacturing, industrial and com- 
mercial conditions improve there can be 
no betterment. 


Erie’s best year, 1912-13........ 4.35% 
Lehigh Valley’s best year, 
ET asa tet peat mse ee es § 18.37% 


Reading’s best year, 1912-13... .17.57% 
Estimated for 1914: Erie, 1.5 per 
cent.; Lehigh, 10 per cent.; Reading, 8 
per cent. 
ATCHISON. 
The average of the earnings for 
twelve years is at the rate of... .9.55% 
Improvements and betterments. . .3.57% 
Dividends paid.................5.00% 
ND adh o5:0 00 ccndnuteuns ses B% 


It is to be noted that the amounts set 
aside or spent for special improvements 
are very liberal. The funded detit has 
been materially increased during this 
period. While the earnings for the cur 
rent year indicate a lower figure than 
the above average, the 6 per cent. now 
being paid seems to be reasonably safe. 

CHICAGO, MILWAUKEE & ST. PAUL. 

In this case we have a retrograde pro- 
position. During the year 1905-06 the 
sum of 16.93 per cent. was earned on 
the common stack. Since then the earn- 
ings have decreased year by year until 
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the year 1911-12 when only 1.42 per 
cent. was earned. In the following year 
a considerable improvement was re- 
ported. The stock earned 8.62 per cent.. 
but as there was a cut during this year 
of about 7 per cent. in operating ex- 
penses it is quite reasonable to believe 
that this good result was forced. 


PED «ndentacdecedeacoeens 10.77% 
No improvements.............. ry 
EE MDa ccccccecscseons 6.90% 
ED e ccnsec cence ssameasaces 3.87% 


During the years 1909-10 and 1910-11 
irregular items appeared in their annual 
reports amounting to $5,000,000. It has 
taken the Interstate Commerce Commis- 
sion nearly four years to find them. 

In the year 1909-10 six months inter- 
est on Chicago, Milwaukee & Puget 
Sound bonds, proportion of dividends 
received from the Milwaukee Land Com- 
pany, proportion of car shop charges of 
Chicago, Milwaukee & Puget Sound Ry. 
Co. and other items, prior to 1910, 
amounting to about $5,000,000 were 
credited to income account. In the year 
1910-11 the surplus of the Chicago, Mil- 
waukee & Puget Sound for the two 
years, 1910 and 1911, was credit to in- 
come account. The irregularity consists 
in not taking these items in at the proper 
time. Such methods invite loss of con- 
fidence. 

The current earnings will be about 
44 per cent. There is no warrant for 
expectation of an increase in the dividend 
rate for some years. 


GREAT NORTHERN PREFERRED. 


For the year ending 1907-08 this 
stock earned 7.14 per cent. Since then 
the earnings have steadily improved until 
1912-13 when 11.70 per cent. was earned 
on increased capital. 


| ECO ee eee 10.78% 
Improvements and betterments.. 1.83% 
Dividends paid...........0000. 7.00% 
DE. :< v.0:0sSdes onthdteesa tisk 1.95% 


This is the only case where the twelve- 
year average is being maintained in the 
current year. 


NORTHERN PACIFIC. 


This road improved from 7.45 per 
cent. for 1901-02 to 15.15 per cent. for 
1906-07, then declined to 7.65 per cent. 





+ 
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for the current year. This looks like the 
story of the little major who marched up 
the hill and then marched down again. 


SP chehedineeecnceces te 10.41% 
Improvements and betterments.. 1.46% 
Dividends paid................ 6.88% 
Ds dint abbwsticcsadaces os 2.07% 


The dividend rate is 7 per cent. and 
the margin of safety for the current year 
will be infinitesimal. 


SOUTHERN PACIFIC. 
The earnings of this company are sub- 
ject to violent swings. 


SDSS C Wwidueb es ocWes ueceas 4.49% 
ST Eas dd UU 5 'ews's 6 cobh eons 12.53% 
STA GWA deb dsc voce con 7.40% 
SE WL'LG 2 We sd ese cuctvess 13.00% 
PR Seal des eves cies's 6.50% 
gg EES ey 8.18% 
Improvements and betterments.. 1.98% 
SIE HG Wis wae uvovec 3.66% 
Rr er AES Sy rere 2.54% 


The operating expenses and taxes 
show an increase from 65.89 in 1906-07 
to 69.28 in 1912-13. It would seem as 
though the proceeds of the $55,000,000 
convertible bonds now offered are re- 
quired to make improvements and better- 
ments which have been overlooked. The 
dividend rate is 6 per cent. 

The current net earnings are showing 
large decreases since July 1 and indicate 
that the dividend will be barely earned. 


UNION PACIFIC, 


The banner year was 1909-10 when 
19.17 per cent. was earned. 


TTS Te, PETC 14.50% 
Improvements and betterments.. 1.09% 
Dividends: paid................ 7.84% 


EE eer ee 


Operating expenses and taxes in- 
creased from 53.81 for 1901-02 to 62.68 
for 1912-13. About half of these 
earnings are made by the operations of 
the railroad, and the balance is earned 
on investment. In boom times the 
value of these investments and the in- 
come derived therefrom increase rapidly. 
In bad times there is a double fall. The 


value of the investments decrease, and 
dividends on same may be cut or passed. 
The assets shrink and the income ac- 
count is not so prosperous, 
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Notwithstanding the good earnings 
of this company for the period quoted it 
is easily seen that the stock is highly 


speculative. For the current year earn- 
ings of 14% per cent. are indicated. 

The dividend rate is 10 per cent., leav- 
ing a safe margin. 

The proposition to distribute their 
holdings of Baltimore & Ohio and $3 
per share in cash to common stock- 
holders is now being contested by both 
the convertible bond and the preferred 
stockholders. Should this proposition 
be upheld by the courts, then about 12 
per cent. will be shown and a dividend 
rate of 8 per cent. will be established. 
These latter figures. are based on the 
earnings for the current year. 

NEW YORK CENTRAL & HUDSON RIVER. 

The earnings of this road have never 
warranted the price at which its stock 
has generally ruled. The high figures of 
7.67 per cent. were made in 1909. 


Ste ceca eh badkann + de 6.22% 
Improvements and betterments... .61% 
Dividends paid.................5.00% 
EEE ha bhahd/s 4a 0 bacnnhen'e 61% 


During the years from 1910 to 1914, 
inclusive, this company received an extra 
dividend each year of 6 per cent. on its 
holdings of Lake Shore stock, which is 
equal to 1.34 per cent. on N. Y. Central 
stock. Deducting this extra dividend an 
average surplus of only .16 per cent. 
would be shown. 

Much has been said and written re- 
garding the equities of this company in 
the surpluses of their subsidiary lines. 
For the year 1911 the equities amounted 
to 5.09 per cent. and for the year 1913 
only 2.93 per cent. An increase in rates 
would improve the earnings on stock 
about 1% per cent. 

A continuance of the present dividend 
rate of 5 per cent. is in grave doubt. 

PENNSYLVANIA. 

Notwithstanding the large capital in 
creases of this company during the past 
twelve years the earnings have main- 
tained a consistent level. 


isi et 10.05% 
Sinking fund payments...,..... 1.01% 
Extraordinary improvements.... 2.74% 
Dividends paid....,........... 6.12% 
ERT ee st UET TT Ee 18% 

















The operating expenses and taxes 
have increased from 70.71 in 1904 to 
78.38 in 1913. This increase is moderate 
when compared with the increase of 


other roads. The rate increase would 
add about 1% per cent. 

The dividend rate of 6 per cent. seems 
absolutely safe. 

In conclusion there is nothing ahead 
that will have bearing on the situation 
but the crops. Should they turn out well 
a change for the better may be expected 
after July 1. As the Rate Increase (if 
granted) will not go into force this fiscal 
year there is nothing to look forward to 
from this source. While there is nothing 
in the earning: situation to promote 
optimism at the present time, it is to be 
recalled that this condition has been fore- 
seen for a long time past. 


A NOVEL VIEW OF THE CURRENCY LAW. 


j tected, 
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There are a number of favorable con- 
ditions at work at the moment which 
may inaugurate a discounting of future 
events in the stock market. First, the 
money market today is a firm foundation 
for constructive efforts; second, im- 
provement of conditions in Mexico; 
third, anti-trust legislation at Washing- 
ton along sane lines; fourth, owing to a 
blanket of snow whereby crops are pro- 
good general crops are antici- 
pated ; fifth, an improvement of financial 
conditions in France; sixth, a large in- 
vestment demand for our bonds which 
may grow into a speculative demand 
for the stocks. Each or any of these 
causes may start an upward movement, 
thereby discounting the good earnings 
looked for after July 1. 








A Novel View of the Currency Law 


Geo. H. Shibley, Expert to the Senate Committee on Bank- 
ing and Currency, Has Somewhat Startling Ideas in 
Regard to the Scope of the New Law 








T might have been supposed that the 
new currency law had been threshed 
over by the press, by bankers’ con- 

ventions and by the circulars of banks 
and investment houses until there was 
nothing new left to be said about it. But 
a modest little book recently brought to 
our notice* disproves that idea before 
one has read three pages of it. 

Geo. H. Shibley is well known in 
Washington and to a lesser degree 
throughout the entire field of economic 
study. Having a sufficient income to 
render him independent, he has chosen 
to devote a part of it and practically all 
of his time and effort to the promotion 
of the public good as he sees it. He has 
been especially active in working for 
the adoption of the initiative and refer- 
endum and in. the support of direct pri- 
maries. Both his motives and his ability 


PR i the New 


Correns Law Affects Me; with 
Ophte Pan ce By Spins hib) : J. S. 


ey. New York 
Price Ns cents postpaid. 





are highly respected by all who know 
him. 

As expert to the Senate Banking Com- 
mittee he came in close touch with the 
revision of the currency bill as it came 
over from the House. He may be sup- 
posed to understand the views of at least 
a considerable number of the senators 
who voted for the bill. His explanation 
of the subject is therefore entitled to 
some thought. 

He first calls attention to the now well- 
understood fact that under the new law 
the rate of discount is under the final 
control of the Federal Reserve Board, 
appointed by the President, who is in 
turn responsible to the people. 


STABLE PURCHASING POWER. 
There will thus be established “a uni- 
fied control of the immediate interest 
rate for money, thereby controlling the 
volume of money and of credits in use, 
and this control will be from the stand- 
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point of promoting the interests of the 
general public. — 

“This general system has existed in the 
leading countries of Europe for many 
years and, therefore, is no experiment. 
Its great value is beyond question. Its 
establishment in our remarkably large 
country, and a country that is in a condi- 
tion where stability in the purchasing 
power of money will doubtless become 
the criterion, will result in a new era— 
an era of stability in the purchasing 
power of money—Stable Money.” 

Now this is a new idea. We have all 
understood that the law was intended to 
promote stability of interest rates, and 
that the powers of the Reserve Board 
would be very large; but that any effort 
would be made to establish a stable plane 
of general prices by means of changes in 
the discount rate is absolute news. We 
at once begin to wonder how many of 
the senators took that view of the mat- 
ter, and what the Federal Reserve Board, 
when appointed, will think about it; also 
whether President Wilson considers the 
plan practicable, and whether he will have 
it in mind in appointing the board. 

“The mechanism whereby stability in 
the purchasing power of money is to be 
attained is in two main parts: First, an 
elastic volume of money (Sec. 16) ; and, 
second, the concentrating and making 
mobile of a portion of the bank reserves 
(Sees. 13, 14, 19). By a combination of 
these two methods the Federal Reserve 
Board, representing the people, will con- 
trol the immediate interest rate for money 
and thereby control the demand for cred- 
its and money, which will determine the 
volume of money and credits in use, 
which, in turn, will be a determining fac- 
tor in fixing the purchasing power of 
money—the price level. The ‘price 
level’ is the average of prices for prod- 
ucts. In the past this average has fluc- 
tuated greatly. 

“The price level for products at whole- 
sale will doubtless be measured each 
business day by the Federal Reserve 
Board, thereby supplying a real gauge 
for fixing the immediate interest rate for 
money, just as a fireman is supplied with 
a steam gauge.” 

Mr. Shibley calls attention to the fact 
that “the House struck from the Admini- 








THE MAGAZINE OF WALL STREET. 


stration’s bill the words ‘and promoting a 
stable price level.’” It is interesting to 
note that he believes the Administration 
to have been really committed to this 
idea. Without these words, he says, the 
matter is now left to the discretion of 
“the President and his Federal Reserve 
Board.” 


MEASURING THE PRICE LEVEL. 
As is well known, the Government has 


- been measuring the price level for ten 


years. “The measurement is of whole- 
sale prices in the leading markets for 255 
products, with averages for the years 
1890 to 1900 as the basis, or 100. This 
index number, as it is termed, was con- 
structed by giving due prominence to 
wheat, corn and so forth by including 
them in several forms. The average of 
prices at any one time is termed the price 
level or general prices. 

“Tremendous fluctuations in this price 
level have taken place since 1890. . . . 
In brief, from 1896 to December, 1912, 
there was a 40 per cent. rise in the aver- 
age of prices for commodities at whole- 
sale—the purchasing power was depre- 
ciated 40 per cent. Previous to this era 
of depreciating money there were nearly 
30 years during the principal part of 
which time there were falling prices for 
commodities—an appreciating money. 

“Practically the same terrific changes 
have taken place throughout the gold 
standard world. In Germany the aver- 
age rise in prices for commodities at 
wholesale has been about the same as in 
the United States, namely, 42 per cent. 
in Germany for the 13 years from 1896 
to and including 1909, as compared with 
a 40 per cent. rise in this country, and a 
30 per cent. rise in France, and a 21 per 
cent. rise in England. Two years later 
in England the rise amounted to 31 per 
cent.” : 

In future, “there will exist a system of 
money and credit wherein the interest 
rate will be practically stable, and no 
such thing as a general panic for money 
can exist, while periods of deep indus- 
trial depression will be a thing of the 
past, because from now on, owing to the 
unified and intelligent control of the im- 
mediate interest rate for money by our 
Federal Reserve Board, added to similar 
systems throughout Europe, there will 
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be prevented the undue expansion of 
credits, and the resulting rise in the price 
level, which heretofore has culminated 
in panic and the collapse of the credit- 
‘ structure with falling prices and deep 
depression. 

“In other words, cycles of rising price 
levels followed by panic, falling prices, 
and depression will no longer be per- 
mitted. The United States possesses 
forty per cent. of the banking power of 
the world, and now that she has joined 
the European countries in providing an 
intelligent control of the price-level a 
new era is being entered upon—a new 
era in monetary science and business con- 
ditions. Therefore, the wise business 
man will study the system: This will be 
no child’s play, for the causes that are 
being set in operation are complicated 
and far-reaching.” 

We are quite prepared to believe that 
it will be no child’s play. If in Germany, 
where the Government’s control of the 
discount rate is perhaps closer than in 
any other of the great commercial na- 
tions, the rise in prices 1896 to 1909 
was even greater than in the United 
States, where interest rates were entirely 
uncontrolled, it is plain that the establish- 
ment of a stable plane of prices hereafter 
through the agency of the Federal Board 
will be “a large order.” 

Our new system, Mr. Shibley says, is 
similar to those already in use in Europe. 
3ut the European systems have so far 
had but little effect in controlling the 
level of prices. 


COST OF LIVING. 


He then points out the practical bear- 
ing of the subject: “Of immediate and 
great interest to each citizen is the fact 
that, should the Federal Reserve Board 
bring about stability in the purchasing 
power of money, then one of the chief 
eléments in the high cost of living will 
have been eliminated. The purchasing 
power of money is shown in the prices 
of the products which money purchases, 
and one of the troubles has been that un- 
due inflation in the volume of money 
has gradually raised the average of prices 
tor products, while wages and many other 
forms of incomes have lagged behind. 
If the average of prices for products 
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shall be kept stable through the proper 
control of the interest rate for redis- 
counts, then wages and other forms of 
income will become adjusted. 

“Doubtless a high interest rate will 
exist for several years. Today there are 
vast demands for liquid capital (as dis- 
tinguished from fixed capital), and, 
therefore, the immediate interest rate for 
money and credit for the purchase of 
this liquid capital must be high enough 
to sufficiently restrict the output of 
money and credit, otherwise there would 
be inflation—a rise in the price level for 
products. 

“Labor is not classed as a product. 
Wages are likely to rise considerably.” 

We certainly wish that we could fully 
indorse these optimistic views in regard 
to the reduction of the cost of living at 
the same time with a rise in wages, but 
it seems to us that Mr. Shibley has un- 
derestimated the extent of the task im- 
posed on the Federal Reserve Board. 

There can be no doubt that the new 
system will serve to moderate the wide 
fluctuations of interest rates. But it will 
also permit a great, though gradual, ex- 
pansion of credit ; and expansion of credit 
has always tended to bring with it a 
higher level of commodity prices. 

If the Federal Reserve Board seriously 
attacks the problem of maintaining a 
stable price level it can undoubtedly, 
with its vast powers, accomplish some- 
thing in that direction; but here two 
important questions arise: 

Will the Federal Board do that? 

And how much can it influence the 
plane of prices the world over? 

This country cannot stand alone in the 
making of prices—less than ever now 
that our tariff has been reduced, permit- 
ting the ready inflow of foreign made 
goods—and securing a world-wide co- 
operation in the control of the price- 
level would be still less like “child’s 
play” than the job that Mr. Shibley has 
staked out for the Federal Board. 

Important and interesting as are his 
personal views, the real question is, Are 
these views shared by the Administra- 
tion and by any considerable number of 
Congressmen? If so, the actual opera- 
tion of the new currency plan may bring 
highly entertaining developments. 

















The Art of 
Interpreting Financial Conditions 


By G. C. SELDEN 








IX.—The Inter-Relations of American and Foreign Trade 


iy connection with foreign trade, 
which was discussed in our last 

article, there are certain broader 
considerations which need to be 
touched upon. 

It will not do for us to consider trade 
movements in America as isolated from 
the rest of the world. It is quite true 
that we have had, at times, a year or 
two of expanding business while Eu- 
rope was relatively far less active. But 
that condition is not common nor does 
it last long when it appears. We must 
look upon American business only as a 
part of the world’s trade—an important 
part, and capable of going it alone for 
a time, but nevertheless closely inter- 
woven with conditions everywhere 
else, especially in Europe. 

In fact, since our recent tariff re- 
vision we are less capable than ever 
before of building up an independent 
trade movement on this side. Hereto- 
fore our high tariff has tended to inter- 
fere with the free movements of trade. 
With the reduction of the tariff, our 
trade conditions are likely to be more 
than ever dependent on the foreign sit- 
uation. 

We have seen that the rise and fall 
of commodity prices form a rough in- 
dex of prosperity and depression, very 
much as the advance and decline of the 
security markets measure investment 
conditions. Several very good indexes 
of the general plane of commodity 
prices are compiled both in this coun- 
try and in Europe. On this side, Brad- 
street’s is as good as any, and con- 
veniently obtained. In Europe the in- 
dex kept by the London Economist is 
perhaps the best for practical use. 


THE THEORY. 


It is plain enough that when Amer- 
ican prices are rising faster than for- 
eign prices, we are tending to run away 


from the rest of the world and promote 
a little independent boom of our own. 
Naturally, it will be a good deal harder 
to keep such a boom going than it 
would be if we had the rest of the 
world to help us. On the other hand, 
if foreign prices are rising faster than 
American, we are dragging behind the 
world’s trade movement, and it is cer- 
tain that eventually we must get in line 
and recover the lost ground. 

These irregularities are, of course, 
always happening. While the world’s 
trade moves together in a broad way, 
there are always special reasons which 
cause one country to go ahead faster 
than another and special difficulties 
which cause some nations to lag be- 
hind. 

At the present moment, for example, 
business in Turkey and the Balkan na- 
tions is almost prostrate as a result of 
the recent war. Of nations outside the 
Balkan peninsula, Austria has been the 
heaviest sufferer, and her trade is now 
at a low ebb, and since France is ac- 
customed to finance the nations of 
southern Europe, French trade is now 
decidedly behind northern Europe and 
America in activity. Germany has suf- 
fered more than England from the Bal- 
kan disturbances, and England more 
than America. 

On the other hand, we in America 
now have our own troubles in the re- 
construction of our currency system 
and the attempt to remodel the meth- 
ods of our corporations. These will 
have little, if any, unfavorable effect 
broad. 

The important point is, however, 
that when we are forging ahead of the 
rest of the world in our trade expan- 
sion, we are to a great extent rowing 
against the current and therefore our 
upward swing is likely to be relatively 
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short-lived unless other countries fol- 
low us, and even then to be subject to 
more reactions and temporary periods 
of dullness than if the movement was 
unanimous and world-wide. But if, on 
the other hand, we are dragging behind 
the rest of the world, then the activity 
in other countries is constantly tending 
to pull us up. Under such circum- 
stances our business is likely to pick 
up quickly and strongly as soon as our 
individual troubles show signs of being 
over. 
THE GRAPHIC. 


For a study of the relations of our 
trade to that of Europe the graphic 
herewith is a convenient guide. On 
the upper half of the diagram we have 
Bradstreet’s index of American com- 
modity prices month by month, and 
the London Economist index of Eng- 
lish commodity prices so placed that 
their general movements may easily be 
compared. On the lower half of the 

raphic we have the ratio of the Eng- 
ish index to the American index. 

The graphic shows plainly that up to 
the middle of 1907 our trade position 
was very strong. During 1905 and 1906 
English prices were advancing faster 
than American. Our expanding trade 
at that time was in sympathy with a 
world-wide movement. 

A number of causes, prominent 
among which was the collapse of our 
currency system, brought this world 
movement to a close in 1907. After a 
year of quiet, America started a new 
movement of expansion in 1909, but in 
this case foreign conditions were a 
drag on us instead of a help. Our 
prices were fast outstripping those 
abroad. The result was an early check 
to our premature optimism, and dull- 
ness of trade in the latter half of 1910 
and in 1911. 

By that time, however, the situation 
was reversed. While we were worry- 
ing about the Government’s attacks on 
the big corporations, the dissolution of 
the Steel Trust, and so on, Europe was 
building up a genuine boom. English 
prices were rapidly running away from 
us. By 1912 our business conditions 
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began to feel the effect of the activity 
abroad. Our prices began to catch up, 
and in the fall of 1912 to advance even 
more rapidly than foreign prices. 

During 1913 and the early months of 
1914 the world’s prices have moved 
very closely in harmony. In a general 
way, the period has been one of slow 
liquidation pretty much all over the 
world. It is quite probable that Amer- 
ican prices will hereafter continue to 
move more in consonance with the 
plane of world prices than has hereto- 
fore been the case. 

It will be noted that, considering the 
entire period of years shown on the 
graphic, English prices are now rela- 
tively high as compared with Amer- 
ican. This brings out statistically 
what is already a well recognized fact, 
that trade conditions in America are 
and have been for the last three years 
less extended than in Europe. In fact, 
it can scarcely be said that during that 
time we have had any important over- 
extension on this side. 

The over-expansion that preceded 
the present reaction in the world’s trade 
originated in Europe. In the United 
States various political factors have 
operated to discourage new undertak- 
ings since 1910. Our trade has been 
jogging along at a little below normal, 
while European business, stimulated 
by big Government expenditures there, 
has continued above normal, only re- 
cently having begun to develop reac- 
tionary tendencies. 

There can be no doubt that this cre- 
ates a position favorable for a revival 
in our business. Our new currency 
law will also work in the same direc- 
tion. On the other hand, the lowering 
of the tariff makes it more difficult for 
us to start an independent boom, and 
the prospect of an extensive revision 
of the laws affecting our big corpora- 
tions introduces an element of uncer- 
tainty. It seems to me that the natural 
outworking of this situation will be a 
period of dullness, slowly developing 
into improving trade. 

(To be continued.) 











Recent Developments in Standard 
Oil Stocks 


By E. D. 


POUCH 








T is safe to say that no group of 
stocks has received the publicity 
in the last year or two that has 

come so unexpectedly to the Standard 
Oil issues. The chief reason for this 
publicity is of course their rapid rise 
in the market; for example, when the 
Government suit forced the company 
to distribute its subsidiary stocks in 
December, 1911, the price of Standard 
Oil of New Jersey was a little over 
$600 per share. By the middle of 
March, 1914, the price had advanced 
to $1,500 per share. Many of the in- 
dividual subsidiary stocks have ad- 
vanced three or four-fold in value. 
Probably the most spectacular has 
been Standard Oil Co. of Indiana. In 
December, 1911, it was capitalized at 
$1,000,000 and selling at about $3,000 
per share, while in 1914 the new capi- 
talization of $30,000,000 is selling at 
about $550 per share, which is equiv- 
alent to $16,500 per share for the old 
stock. 

These enormous increases are due 
to many closely related reasons. In 
the first place, the early quotations 
were largely “guess work,” whereas 
the recent quotations are the result of 
exhaustive study, and a broad, normal 
market. Also the spasmodic desire on 
the part of the public to accumulate 
some of these “mysteriously” profit- 
able investments accounts somewhat 
for the rapid advances. The most im- 
portant reason has been the remark- 
able increased prosperity of the in- 
dustry apparent to everyone. 

The decided drop in Standard Oil 
stocks during the month of February 
came as a culmination of the long rise 
starting back in September and re- 
cording the new high prices of Jan- 
uary. Technically the market was in 
a condition for a big “set back.” Very 
discouraging annual statements were 
published about the first of February 


by some of the Pipe Line Companies, 
as well as the Atlantic Refining Com- 
pany. The latter, however, seemed to 
be the straw that “broke the camel’s 
back,” for the price of the last named 
stock dropped from over 840 to under 
700, soon after the statement was pub- 
lished. Furthermore, the Standard 
Oil of New York, whose stock had 
quickly risen to about 210 from 180, 
declared only a dividend of 2 per cent. 
without stating whether or not it was 
quarterly, when a great deal more had 
been expected. 

These are only a few of the disap- 
pointing items upon which dealers 
generally unloaded their accumulated 
stocks. The natural result was a de- 
cline of 10 to 20 per cent. all around. 
By the first of March, however, the 
excellent report of the Standard Oil 
Company of California was published, 
showing earnings of over 40 per cent., 
and the recovery started in, led by this 
stock. 

These market quotations must nec- 
essarily vary greatly, on account of the 
absence of short selling in any general 
way, for short selling almost always 
keeps down the high peaks and sup- 
plies the market with willing buyers 
when others are too frightened. Prob- 
ably the majority of purchasers pay 
outright for their stocks and cannot 
be persuaded to sell without a very 
large profit, whereas the usual margin 
trader often takes a small profit. 

One of the most encouraging devel- 
opments of the present year along 
constructive lines, that will further 
broaden the investment market for 
these securities, was the so-called 
“listing” of these sales on the New 
York Curb. After over a year’s agi- 
tation the matter was placed before 
the Curb Association’s individual 
members for a vote (not a corumittee) 
as te whether the newspapers should 
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be given each afternoon the high, low 
and last sales of the day for Standard 
Oil stocks. Some brokers thought 
that there was no call for this public- 
ity, and that the trading as a business 
proposition would be ruined. Others 
felt that everything was to be gained, 
and whatever might be lost would be 
well out of the way. At any rate the 
majority voted for reporting sales and 
considering all the Standard Oil sub- 
sidiaries in the same light as if they 
were regularly listed on the Curb. The 
story is that these companies were 
invited to pay their listing fees, but 
they had never thought seriously 
enough about it to send their fees. 
Whatever effect this “listing” innova- 
tion brought about, needless to say the 
following month produced the most 
active trading that has ever been seen 
in these Oil stocks, as far as this can 
be measured. 

The sales are not officially recorded 
in the same way that they are on the 
New York Stock Exchange, and the 
newspapers accept the “say so” of 
nearly any specialist who may be 
standing in the group at the end of 
the day, when their reporter asks 
about the prices and the volume of 
sales. This is so much of an improve- 
ment over the meager quotations pre- 
ceding “the new order” that many of 
the firms doing a large commission 
business were grateful for the change, 
but there is yet much to be hoped for in 
the nature of regulations and system- 
atic trading. 

This activity carried the prices of 
all but the Pipe Lines to undreamt of 
records and, of course, distributed the 
stock more widely than ever, probably 
in small lots, to countless new stock- 
holders. 
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A very large part of the activity, 
when these stocks rise suddenly, 
comes from the out of town wire 
houses. In 1912, Pittsburgh houses 
probably sent more business here than 
any one appreciates, especially when 
they were enthusiastic about Pipe 
Line stocks, but when their local 
banking troubles appeared, together 
with the general disturbance at the 
time of the failure of Kuhn Bros., or- 
ders from this center almost ceased. 
Chicago then became a very active in- 
fluence, and it still is a large “bull” 
factor. 

In the recent storm when so many 
Western wires were disabled the vol- 
ume of trade was very small here, 
which might further prove the above 
statement. 

In general, the producing companies 
have been the speculative favorites for 
the natural reason that the other de- 
partments in the Oil industry involve 
much less risk. 

One of the Mexican oil producing 
subsidiaries, viz., the Penn Mex Fuel 
Company, has not received as much 
attention as the others, but should 
come in for its share when the Mex- 
ican situation improves, as it certainly 
must in time. 

The growing competition among 
the distributing or merchandizing 
companies is little realized by the av- 
erage newspaper reader, but those 
who are closely identified with the oil 
industry are more and more appreciat- 
ing that the Government has accom- 
plished a real dissolution of the old 
Standard Oil Company here in the 
United States, which may prove a 
blessing in disguise for both consumer 
and producer. 








Are Railroad Bonds Better Than 
Ever? 


Facts and Figures That Give an Answer 
By FREDERICK LOWNHAUPT, Author of “Investment Bonds," etc. 








HE railroads are asking for per- 
mission to charge higher freight 
rates. The Interstate Commerce 


Commission is saying nothing, but doing 
a great deal and thinking even more. 
The railroads have flooded the Commis- 
sion with their arguments based princi- 
pally upon increasing expenses and de- 
creasing net earnings. The Commission 
is digging for every shred of evidence 


obtainable, apparently to refute the 
claims of the transportation companies. 
In the light of recent developments it 
appears that the Commission is sus- 
picious that the railroads have “framed 
up” a case so far as possible. To this 
end the Commission has asked the rail- 
roads for another mass of information 
about their affairs covering many years’ 
operations, and has begun its side of 
the case by attacking the various kinds 
of free services that the railroads render. 
Three years ago the railroads made 
“the same kind of a request, and very 
quickly the Commission came to the con- 
clusion that there was no pressing need 
of rate advances. The railroads gener- 
ally had just gone through the prosper- 
ous year of 1910, on which showing it 
was decided their credit was in no dan- 
ger. The decision of the Commission 
was virtually the seal of approval for 
American railroad securities generally. 





Then began a period of fluctuating 
earnings, with many of the roads show- 
ing decreases in net, although gross 
earnings have held up rather well for 
nearly the whole period. The tendency 
of net earnings to decrease has been ac- 
companied by increasing costs of ma- 
terials and labor, and general mainte- 
nance. 

The railroad managers contend that 
the situation with respect to earnings 
makes it difficult to do for the proper- 
ties what should be done, because of 
the effect on the security markets—mak- 
ing it difficult or impossible to sell bonds 
or other funded obligations, or in fact 
any other security except at burdensome 
cost. 

It is an undeniable fact that railroad 
securities must return a substantial yield 
to sell readily nowadays. Whether it 
shall be charged entirely to the fact that 
the railroads are having a hard time to 
keep up their properties, meet increased 
costs all around, pay their interest obli- 
gations, and still pay a reasonable 
amount of dividend, or whether all these 
factors, together with other broader, in 
fact world-wide, economic considerations, 
shall bear a distributed share of the re- 
sponsibility is a matter for much thought 
and ground for some controversy. 

This discussion is to show the posi- 
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tion of the bonds that are already in 
the hands of the public. “It’s an ill 
wind that blows nobody good,” says an 
old proverb. Applied to railroad bonds 
it means that the very fact that the com- 
panies have been unable to market great 
quantities has worked to better the posi- 
tion of bonds already outstanding. In 
other words, if a deluge of railroad 
bonds had been poured into the markets 
during the past three years, there would 
be much more bond interest to care for. 
In that case the position of the whole 
mass would be less sound than it is now. 

Of course the answer that will be 
made to this argument is that the new 
bonds would have provided more money 
to make the properties better; to make 
them earn more money; to make the 
bonded debt safer, and so on to the ul- 
timate premise that it would have been 
a fine thing for all hands around. But 
is that so? Is it likely that earnings 
throughout would have increased in pro- 
portion to the great amounts of new se- 
eurities that might have been floated 
had conditions been favorable? One opin- 
ion may be as good as another on this 
question. 

One fact is certain—that railroad bonds 

merally are not high in price. The 
income is reasonable. They are not ex- 
tra cheap, but are far more desirable 
than in 1909, when standard issues aver- 
aged from four to ten points higher. 
The point is: Are they better intrinsic- 
elly than then? 


NET EARNINGS AND FIXED CHARGES. 


Declining net earnings alone would 
seem to justify a negative answer. It 
is yet too early to say how much the 
net earnings of many roads will decline 
from 1913. Some will show small losses. 
Everyone knows that the fiscal year 
1912 was a bad one for the railroads. 
How bad it was may be seen from the 
following table showing the percentage 
ef net earnings that was consumed by 
fixed charges that year. How much bet- 
ter the following year was is also plainly 
indicated. 

How much worse the year to end 

une 30, 1914, will be is problematical. 

set of statistics for the six months 
ended December 30 last shows for all 
roads of the country a decrease in net 
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PER CENT. OF NET INCOME RE- 
QUIRED TO MEET FIXED CHARGES. 
1911, 1912, 1913, 


per per per 
cent. cent. cent. 
39.8 40.3 
Atl. Coast Line 43.1 
Chic., Burl. & Quincy... 39.3 
C. M. & St. Paul 40.5 
Chic. : bstne 


Den. & Rio Grande 
Erie 
Great North 


Mattes City. Se.cc cece 


Louisv. & Nash 
Mich. Cent 


New York Cent 
Nor. & West 


Penn. R. R 
Phila. & Read 


St. Lo. So. West 
Seab. Air Line 
South. Pac 
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@e SONNN 
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Union Pac 
Balti. & Ohio 


61. 
55. 
38. 
48. 
67. 
73. 
62. 
28. 
25. 
30. 
38. 
71. 
59. 
61. 
64. 
66. 
22. 
54. 


operating revenue per mile of 11.2 per 
cent.; for the Eastern roads, which are 
clamoring most for higher rates, a de- 
crease per mile of 17.2 per cent.; an in- 
crease for Southern roads of 2.5 per 
cent., and decrease for Western roads of 
9.4 per cent. per mile. It should be re- 
membered when considering these fig- 
ures that the very worst roads are 
grouped with the very best in some 
cases. There are railroads and railroads. 
The first kind will be like the poor, “al- 
ways with us,” however prosperous 
others are. Some of this kind are not 
earning one-quarter of their fixed 
charges, and have never done much bet- 
ter. 

On the other hand there is a large 
group which stands up sturdily under 
the greatest strain, and always has a 
good margin of safety for all its funded 
debt. A few sick ones can make the 
statistics of a large group look rather 
bad at any time. It will be noticed 
that almost the entire list showed a 
much higher percentage of fixed charges 
to net earnings in 1912 than in 1913, 
but on the other hand seventeen roads 





ARE RAILROAD BONDS BETTER THAN EVER? 


decreased this percentage from 1911 to 
1913, ten increased it but slightly, and 
one remained practically unchanged. 

Assuming, therefore, that there had 
been absolutely no change in the inter- 
est bearing debt from 1911 to 1913, the 
decreased percentage of fixed charges to 
net earnings in 1913 would show that 
the bonds of every such road were in a 
much better position, and they all had at 
that time a better margin of safety than 
they had at June 30, 1911. But as we 
have said net earnings this year to end 
June 30 next will likely show a decrease. 
From the showing thus far it will not, 
however, make a serious change in the 
percentage of fixed charges to net. It 
is fairly safe to say that the 1912 figures 
will not be reached. If they are not, 
there will be again an opportunity to 
show that the percentage has decreased 
from 1911 to 1914 on a good many 
roads, indicating again that the margin 
of safety of the bonds then outstanding 
is comfortable in many instances, and 
very strong in others. 

This matter of the margin of safety is 
presented first since it is the ultimate 
safety of the investor’s bonds. Earnings 
first and lien afterward is the formula 
that makes the good bond. From the 
table presented it wili be seen that some 
roads were especially hard hit in 1912, 
and have yet a long way to go before 
they recover to the 1911 position. 

The year ended June 30, 1911, is used 
as a starting point because the year 
ended June 30, 1910, marked the crest 
of the wave in railroad earnings and 
general prosperity, and it is since then 
that the railroads have been crying for 
larger revenues, and investors have been 
asking whether railroad bonds were 
really as good as they were in 1910, the 
year of large earnings. 


CHANGES IN INTEREST BEARING DEBT. 


Now if there be much to be said for 
the present state of railroad bonds on 
the better roads of the country, strictly 
upon the basis of the showing of mar- 
gin of safety, there is added force to 
the argument when we look at the 
further facts regarding the increase of 
interest bearing debt. By interest bear- 
ing debt is meant all bonds, notes, de- 
bentures, equipment obligations and mis- 
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cellaneous funded obligations outstand- 
ing. 

It would be practically impossible for 
the majority of roads to carry on three 
years of business without some change 
in this item of interest bearing debt. 
Generally it increases some each year. 
An increase in interest bearing debt 
usually means an enlarged interest 
charge. Most of the roads in the table 
actually did increase this item. With 
two notable exceptions, the Erie and the 
Southern, the roads that decreased their 
interest bearing debt are exceptionally 
strong. Here we have, therefore, a 
group of roads increasing their interest 
bearing debt by substantial amounts 
throughout, and yet making no serious 
change in the percentage of fixed 
charges to net earnings over the period 
taken—in fact, in many instances ‘re- 
ducing the percentage rather than en- 
larging it. 

If the old railroading methods were 
still in vogue it would be answered to 
this, that the properties had been 
“skinned”—that is, had been poorly 
maintained—starved in maintenance and 
not improved. Under those old time 
methods this would probably prove to 
be the case. But it is not the situation 
during the past three years. We shall 
see later the answer to this in figures. 
There has been no serious neglect of 
maintenance. Possibly two or three out 
of the twenty-eight roads mentioned 
have been only poorly, not negligently, 
maintained. The others have been good 
to excellent, as indicated in the later 
tabulation. In fact it is charged by the 
opponents of higher rates that the rail- 
roads have padded their maintenance, 
putting in more money than necessary. 

There are so many considerations in 
the question of maintenance that direct 
comparison of figures is well nigh use- 
less in so varied a selection of roads. 
What these changes in interest bearing 
debt were is here shown. The very large 
increases in St. Paul and New York 
Central are explained by the fact that 
the former financed the Puget Sound 
division, and then took it over com- 
pletely last year while the Central has 
been engaged in enormous terminal and 
improvement operations, 
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CHANGES IN SECURITY DEBT ON 
WHICH INTEREST WAS BEING 
PAID, JUNE 30, 1911, AND 





JUNE 30, 1913. 
(Millions of dollars.) 
Increase. Decrease. 

SE Than nc wees vous bani $10.1 
Atl. Coast Line......... A cand 
ey. ae $33.5 vA 
Chic., Burl. & Quincy....  .... 3.1 
ES ae 106.6 chiles 
Chic. Nor. West......... 23.7 come 
oe” — ae 0.6 oe 
|” ee Rais 0.3 
Den. & Rio Grande...... 13.7 pat 
tt See pe 46 
kk ea: 12.6 ah 
ell Ta 26.7 

Kan. City Sou.......... 29 

Rae G..@ B. Bin... cc ce 0.5 

Louisv. & Nash.......... 7.5 

Mich. Cent. R. R........ 22 

Mo., Kan. & Tex........ 15.7 

New York Cent......... 76.9 
eee 3.5 ee 
I LS ea wdendetecteet 2.0 dine 
SRR sind 10.5 
Phila. & Read........... BES. 09 
St. L. & Iron Mt........ 10.4 Boas 
ee OS eae 5.6 ike 
Seab. Air Line.......... 12.6 er 
yaaa 31.3 Anite 
MG SEN, oa'b sacetsssec’ BEY 58 
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Up to this point we have seen that 
many of the railroad bonds outstanding 
are no worse than they were three years 
ago. That is, we have seen clearly only 
a negative good, if so it may be called, 
in that the percentages of fixed charges 
to net earnings have not seriously in- 
creased or have decreased slightly, not- 
withstanding the fact that the interest 
bearing debt has increased somewhat all 
around; and further, that with two ex- 
ceptions this interest bearing debt has 
not grown greatly. As a matter of fact 
its growth is almost insignificant when 
considered as a three year development. 
Divide the increase by three, and in 
most cases it is a mere bagatelle. 


THE EQUITY ENHANCED. 

It is a fundamental principle that the 
more money spent on a property the 
better becomes the equity behind a given 
bond issue. The more money is plowed 
into the property the stronger that issue 
becomes. It may not appear in the 
market quotation of the bond. If only 
the price were to be taken as a gauge 
of the enlargement of the equity for 
many of the railroad bonds during the 
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past three years their position would be 
the reverse of what this article is at- 
tempting to show. 

Fortunately the improvement or im- 
poverishment of the equity for the bonds 
is not to be surmised altogether from 
the market quotation, since there are so 
many other factors that affect this quo- 
tation for good or ill. It is customary 
to measure equity back of a bond issue 
by taking the market value of all the 
securities junior to that issue. But it 
cannot be too strongly emphasized that 
this calculation is subject to wide fluc- 
tuations in market conditions for both 
the junior bonds and stocks of any com- 
pany. 

By taking the lump sum of these 
market values we get what we might 
term a tangible equity. What we are 
talking about in this discussion, however, 
is the intangible equity created by put- 
ting money into the property and build- 
ing it up so that its earning power is 
potentially strong even though at the 
moment conditions may not be prosper- 
ous. This cannot be measured in such a 
definite but unscientific way as that de- 
scribed above. It has to be valued ac- 
cording to the resistance of the com- 
pany to adverse conditions. 

Without seeing further figures it 
would be entirely justifiable to say that 
from the showing in the table of per- 
centages of fixed charges to net earn- 
ings most of these companies have of- 
fered stout resistance to the impact of 
hard times and other hardships. It is 
altogether a remarkable showing, and 
one that argues well for the position of 
the bonds now outstanding, 

The logical conclusion from a study 
of these facts would be that the proper- 
ties have been not only reasonably well 
maintained, but that something more has 
been done—that there must have been 
improvements and betterments made. On 
maintenance alone the roads would 
never make the showing they do today. 
Reasonably good maintenance, plus 
money for betterments and improve- 
ments, gives the position which looks 
strong today, and which has inherently 
an equity, or back-log, or whatever you 
choose, for the bonds now outstanding, 
much better than existed three years 
ago. 
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TOTAL INVESTMENT IN ROAD AND EQUIPMENT FOR FIVE YEARS, 
1907-1913, OUT OF BOTH INCOME AND CAPITAL. 
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Road. Equipment. Total. 
Sie nbiceere d +eael auiai elie $135,368,000* 
$14,746,000 $10,459,000 25,205, 
52,176,000 17,294,000 69,470,000 
210,937,000 47,502,000 258,439,000 
83,346,000 15,603,000 98,949,000 
5,430,000 2,285,000 7,715,000 
25,583,000 7,662,000 33,245,000 
8,491,000 8,252,000 16,473,000 
19,179,000 14,758,000 33,937,000 
65,231,000 24,675,000 89,907,000 
26,023,000 16,098,000 42,121,000 
11,439,000 1,531,000 12,970,000 
19,407,000 29,457,000 48,864,000 
23,965,000 11,392,000 35,357,000 
4,027,000 15,927,000 19,954,000 
28,578,000 8,725,000 37,303,000 
1,809,000 47,453,000 139,262,000 
35,019,000 23,080,000 58,099,000 
52,319,000 19,075,000 71,394,000 
087, 52,639,000 116,726,000 
Sandia )-/i 56 Amitai 13,206,000* 
42,302,000 2,454,000 44,756,000 
7,039,000 ,949,000 10,988,000 
25,428,000 ,997,000 34,425,000 
16,807,000 2,659,000 19,466,000 
20,528,000 18,830,000 39,358,000 
29,957,000 9,246,000 39,203,000 
47,413,000 37,053,000 84,446,000 


*These roads do not report these items separately. 








Things are happening in the railroad 
world just now, such as the Chesapeake 
& Ohio incident, which brought out the 
fact that the company must put back 
into the property some $17,000,000 out 
of earnings in the next five years, that 
only emphasize the position with respect 
to existing bonds. What happened to 
the Chesapeake may be expected to hap- 
pen to Baltimore & Ohio, and Missouri 
Pacific, when they come into the market 
to refund their notes and to get some 
new capital. But again this will work 
out for the betterment of the bondhold- 
ers by creating more of this intangible 
equity, as we have called it. What this 
all means for the stockholders is, of 
course, another story. 

_ It is proper to mention first that there 
is always depreciation going on in a 
property, so that whatever is done for 
a property in the way of maintenance or 
additions, betterments or improvements, 
is always of less value a little later on. 
In comparison with what the railroads 





do in all these ways the depreciation is 
small. So it will be of little practical 
consideration in considering the better- 
ments that have gone into the railroads 
over the past three years. The railroads 
themselves and the Interstate Commerce 
Commission hardly know what to settle 
as the amount of depreciation, so we will 
not give it particular weight here. 


LARGE AMOUNTS FOR IMPROVEMENTS, 


What then is the situation with respect 
to the amount of this intangible equity 
created for the bonds over the past three 
years? First, however, let us look at 
the situation over five years. Below is 
a table showing just what has been done 
in five years. There is no distinction 
made as to where the money came from, 
whether it came from current income 
(earnings) or from capital. The sepa- 
ration, however, shows whether applied 
to road or equipment. Now so far as 
the bondholder is concerned directly, a 
great amount spent for equipment for 























AMOUNT OF MONEY SPENT IN IMPROVEMENTS DURING THREE 
YEARS ENDED JUNE 30, 1913, OUT OF BOTH CAPITAL AND 
INCOME FOR BOTH ROAD AND EQUIPMENT.+ 
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g Del. & H... Not given. 

f D&R. G.. | ‘me 2256 
6 tile ....... f veer a 
g Gt. Nor... { «ove $27 
p Ill. Cent... } iio a 
f Kan. C. So. | ren 2,660 
e LS.&M.S. 2947 3,745 
e Lou. & N... { a Per 
f Mich. Cent. } errs i 
f M,K.&T. co 
f N.Y.C&HLR. } re by 
e Norf. & w.. | — sone 
cay Se 
e Penn. R. R. 4,547 10,944 
e Pa. & Rdg.. { a ni 
g Iron Mtn... | 4,213 
g StL. &sww. { 14lt 
g Seab. A. L.. | 1,625 
e South. Pac.. { es “we 
f South. Ry.. | Lees oe 
¢ Union Pac.. | 5179 
f Balt. & O... { am2 





Where there is on 


tThe upper Sgures in each case are for road; 
y one figure the company reports 


*Maintenance is indicated as follows: e—excellent ; 


= aa 


(000’s Omitted.) 


Inc. Cap. 


Inc. Cap. 


Total for 
c~1912— —1913.——\ —-three years. 


Inc. 


$3,300 $10,448 $5,574 $6,121 $13,874 
core «=, eoee 9,853 ape 


core «= S00 
3,151 2,776 
792 = 3,576 

: 5,061 
4,319 
18,391 


7,721 


582 
8,539 

1,178 1919 
93 11,441 
coon | 2D 
3,767 

750 


4,378 
1,664 


"76 2,098 
. 1,625 
177 


7,040 
soee «=—.2,724 
1,372 3,645 
1,460 388 
cose «= 6,31 
o86% 774 
6,945 3,067 
2,573 Ges 
2,958 
2,726 
1,819 
733 
1,931 
1,760 
2,657 
2,666 
3,298 
44 
11,969 


eee , 


scone 
3,259 6,785 
485 3,412 
--++ 180,061 
37,149 


657 
3,219 
267 
‘7il 
“410 


751 82,497 
1,553 
22,428 


2,383 


“163 


1,824 


5,698 
6,977 





8,943 
3,573 


3,558 
1,169 
“751 


5,522 
1,460 


33,921 
8,310 


163 


“159 


Cap. 
$44,138 
8,985 
7,413 
18,236 
9,346 
194,409 
44,553 
37,701 
7,434 
5,541 
1,906 
12,845 
5,846 
2,795 
21,238 
28,390 
13,698 
14,127 
8,674 
7,183 
2,556 
14,217 
15,340 
8,062 
2,648 
4,409 
24,951 
5,532 


100,583 
13,512 
9,796 
21,701 
8,900 
14,187 


10,214 
2,726 
4,440 
2,754 
5,330 
4,307 

14,451 
1,184 
8,384 
8,276 

10,302 

80 


32,640 
27,048 


lower figures for equipment. 
the amounts combined. 
f—fair; g—good; p—poor. 
































which equipment bonds have been is- 
sued, and for which the equipment has 
been pledged, does not create an equity 
for him in the value of the equipment. 
What it does do, however, is to make the 
operation of the road so much more effi- 
cient so that money put into the property, 
pulling together with money put into a 
fine lot of equipment, gives the road 
larger earning power, which makes bet- 
ter net earnings, and consequently a 
larger margin of safety for him. And 
if it does this it constantly creates more 
of that intangible equity of a better prop- 
erty. 

Of course it must not be assumed that 
all the money put into betterments and 
improvements in the form of equipment 
came from equipment bonds for which 
the equipment is pledged. Some of it 
comes from earnings. On the better 
roads much of it comes from earnings, 
although generally speaking a large part 
of this equipment comes from equipment 
bonds. It also comes from other kinds 
of bonds, and still again from money 
taken from capital account which is 
sometimes still different from getting it 
from the sale of new bonds or stocks, 
etc. The five year period is here given: 

The figures are tremendous, and go 
to show what has been poured into the 
roads from one source or another in this 
short time. 

But to follow the idea of showing the 
situation for the past three years we 
must have still one more table. This to 
give the amounts taken out of current 
income (earnings) for both road and 
equipment, and also out of capital for 
road and equipment. 

It should be explained here that tak- 
ing money out of capital does not mean 
always selling new securities. For that 


reason the reader will notice that in 
some cases the change in the interest 
bearing debt over the three years is not 
as great as the amount taken out of 
capital for the road or equipment, or 


ARE RAILROAD BONDS BETTER THAN EVER? 


el 


471 





both. It means that if money is earned 
in one year, and is not definitely appro- 
priated and set aside for either of these 
purposes, it goes into the general surplus 
of the company, and becomes a part of 
the capital of the company. Now if it 
should be decided not to take money 
next year out of earnings for improve- 
ments and not to sell securities, it could 
be drawn from surplus, or as it would 
ordinarily be put, from capital. It is 
just as good for the bondholder whether 
it be in the form of cash in the treasury 
and be part of the surplus, or whether it 
go into the property to make better earn- 
ings for his benefit. 

It will be noticed in the following ta- 
ble that the appropriations from earn- 
ings, except with the very strong roads, 
have been very “stingy.” As to capital 
expenditures it should be said that the 
strong roads have dipped into their sur- 
plus and issued comparatively few se- 
curities. Roads like the Burlington, 
Great Northern, Northern Pacific have 
done this. The Pennsylvania, Atchison, 
Norfolk & Western and Lake Shore can 
get it almost anywhere. Many of the 
others have no surplus to dip into, and 
not enough earnings to appropriate 
from, so they have to get it by selling 
securities. A study of this feature is 
decidedly interesting, but too extensive 
to be considered here. 

The conclusion from all this is that 
the larger part of the bonded debt of the 
railroads of this country is in a measur- 
ably stronger position than three years 
ago. These figures shed much light on 
the question that has been puzzling in- 
vestors who have kept in touch with 
conditions in the railroad and financial 
world. 

With all this potential strength back 
of the outstanding bonds of many of our 
railroads, it needs but the granting of 
additional freight rates to give them 
such further value as shall put them for 
a long time to come among the premier 
investments of the world. 












Bond Market Topics 








Selling Bonds to the Public Direct. 


The fact that the Third Avenue Railroad 
comneny of New York so successfully sold 
$4,000,000 bonds directly to the public with- 
out the intervention of a syndicate of bank- 
ers started talk as to whether this method 
could ever be successful in a large way. 
There were over 50 bidders for these bonds. 
Their bids aggregated more than eighteen 
millions of dollars. The scheme has been 
tried time and again. While it has been suc- 
cessful a number of times there has not been 
precedent enough created in any of these 
successes to attempt the operation on all 
sides and under all circumstances. With a 
company showing good earnings and offer- 
ing so small an amount as $4,000,000 with 
the great market in New York so near at 
hand and money conditions favoring as it 
did this time, the plan might go many times. 
But there is not always such a combination 
of circumstances to push along a bond issue. 
A number of municipalities have tried the 
scheme on larger issues of bonds, but have 
made dubious successes. Sooner or later 
these corporations come back to the bank- 
ers. Generally speaking, no great success 
has yet been made of the method. It comes 
about from the fact that corporations are 
not organized for the work of distributing 
bonds. It is easy enough if there is a big 
strong market that absorbs them quickly, 
but when times are not so propitious then 
comes the rub. The banker has the ma- 
chinery and can give the time and attention 
to the distribution in a way that a corpora- 
tion cannot consider. Selling bonds is a busi- 
ness by itself and not one which every corpo- 
ration can learn over night. It means a great 
deal of work and organization to distribute 
ten, fifteen or twenty millions or more of 
bonds, which is something very different 
from selling four millions. Even so, prac- 
tically all the Third Avenue bonds went to 
bond houses. If for some good reason they 
had not seen fit to bid, the sale would have 
been anything but a success. 


Closing Up the Old Mortgages. 

The Atlantic Coast Line came out with an 
announcement that it would ask its stock- 
holders to authorize the creation of another 
large mortgage and at the same time close 
up its old general mostenge under which 
only a comparatively few bonds had been 
issued. The reason given is that under the 
old mortgage it could not sell bonds except 
bearing interest rate. This mortgage 
was made years ago when bonds bearing 
this low rate were in vogue and could be 
sold pretty near ee. But lately the rate for 
new capital has been advancing and so 4% 
bonds as new issues are a little out of style. 

se now out in the market have declined 


very generally to meet the new level of 
money rates. To sell new bonds at such a 
rate means a tremendous discount for the 
company and creates a bond which is sen- 
timentally weaker than one of higher inter- 
est rate even though the price equivalent be 
made. Investors somehow do not take 
kindly to a 4% bond when so many other 
good bonds can be had with a 4%% or 
higher interest rate. It is true, of course, 
that the roads with old underlying or real 
first mortgage bonds available for sale at 
the lower rates of interest are compara- 
tively few. Yet a number often have size- 
able old general mortgages under which 
they cannot use but one rate of interest. A 
number like the St. Paul general mortgage 
are so built that they cover bonds issued 
at varying rates, adapted to the conditions 
of the money and investment markets. All 
the new mortgages, of course, take good 
care of this situation. The makers of the 
older indentures hardly realized that ten 
years afterward their b% bonds would be 
out of style and that instead of getting 
capital around 4% or somewhat under that 
figure they would have to pay nearer 5% even 
on very high grade securities. 


Refunding Short-Term Notes by Bonds. 


Three or four years ago there was a flood 
of notes by all the corporations. Only the 
strongest could issue bonds and get any- 
thing like a satisfactory price for them. 
That meant that about this time there would 
be a big amount of notes to be paid or re- 
funded somehow. The railroads which were 
responsible for the greater part of these 
note issues are making a desperate effort 
now to get out bonds instead of new notes 
to refund those coming due this year. They 
figure that the money market is about right 
and that all they need is the good will and 
tacit assistance of the Interstate Commerce 
Commission in the matter of freight rates 
and the result will be quite satisfactory. So 
far the railroads this year have not put out 
a great quantity of notes. They have been 
hoping that they could refund these short- 
term notes into longer-term bonds. So far 
the Chesapeake & Ohio alone has had the 
problem to face in any serious fashion. A 
little later comes the Baltimore & Ohio and 
then the Missouri Pacific. If the freight 
rate case looks at all favorable to the roads 
long-term bonds may go out. The condi- 
tions must favor the roads if bonds are to 
replace the notes, for many roads have no 
very high grade bonds available and must 
depend upon the lower class general mort- 
gages for refunding purposes. The condi- 
tions for successful sale of this kind of bond 
must be just right to make it worth while 
attempting the operation. Certain it is that 


























the roads like Erie, Southern, New York 
Central and the others mentioned are strug- 
gling hard to get away from the note issuing 
program. 

The New Development in Financing. 

The bond market was set by the ears 
when the terms of the new Chesapeake & 
Ohio notes were announced, for with this 
announcement came the information that the 
bankers had put the screws on the company 
to make sure that the notes would be in a 
proper position for successful refinancing 
or payment when they mature five years 
hence. Accordingly the bankers said to the 
company that it must spend about $17,000,- 
000 on its property out of current income 
during that time if it would have the money 
now and have the retiring notes financed. 
But nevertheless they did not say they 
would put out new bonds. That will prob- 
ably come later when the property has been 
put into better condition through the ap- 
propriation of all that money for improve- 
ments. Just when the C. & O. will get rid 
of its notes depends upon what progress it 
makes under the new order of things. If 
some time in the near future it is possible 
to refund the notes with bonds possibly 
that will be done. At any rate, the innova- 
tion in this operation is the bankers’ in- 
sistence that the road make substantial im- 
provements, leaving nothing discretionary 
to the directors. While this works for the 
benefit of the stockholders and noteholders 
it more than all works to the benefit of the 
bondholders of the company, creating for 
them a larger equity in property value. 
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Best Class of Railroad Bonds in Big De- 
mand. 


The first signs of an awakening bond 
market is the big demand felt for the high- 
est grade bonds, including, of course, the 
premier securities of the railroads. Every 
three or four years we have a big bond 
market. The same phenomenon works out 
every time. But there has been a changing 
character to conditions with each new bond 
market that is showing itself strongly this 
time. The bond men have been hunting 
high and low to dig up new high grade 
issues. Of course large amounts can be 
bought on the Exchange, but their price is 
somewhat high because of their market 
ability. So the bond men lock around to 
pick them up here and there. This time the 
bond buying that started about two months 
ago gave the market such a good push that 
the floating supply of the highest grade is- 
sues soon became absorbed. There is never 
an absolute lack of such bonds to be had, 
but the market may be so tightened that the 
least demand sends them up and scares off 
the buyers. This is what bond men report 
now. The case now is that the railroads 
have comparatively few of the high grade 
issues available for sale which has caused 
a practical scarcity—probably the supply is 
below the demand at a reasonable price. As 
the old mortgages become closed junior bonds 
have to be sold. The market is not good 


enough to put them out in big blocks. It 
would take, however, many more of the 
higher grade issues. 








Hints for Investors 


A SECOND grade bond with a strong and steady earning power behind 
it is often much better than a bond with a strong first mortgage 


lien with uncertain earning power to protect it. 








have 434 to 4%% income or w 
little more. 


yo may be so situated that your investments can be made to yield 
a higher rate of income without sacrificing the safety that you need. 
Proper consultation with your banker should show whether you must 
hether you can judiciously accept 5% or a 








HE normal level of investment income is considerably higher today than 
it was a few years ago. You do not therefore have to be content with 
an exceptionally low income to be safe. 





HERE is no definite lime at which income is too high for safety. You 
can’t get 6%, for instance, on short-term notes of the highest character 
while the same return on some bonds would indicate only fair security. 

The whole matter depends upon the kind of security. 





degree of safety. 





B* skillful combination a group of bonds yielding different rates of in- 
come can be combined so as to give an average much higher than 

could be obtained from any one class of securities with the same 
In such a combination bonds of very high safety with a 
low income can make up the larger part of the group with a few of fair 
security and high income to bring up the average. 
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bonds listed on the New York Stock Exchange, the income being figured at the 
latest available selling price for lots of 20 bonds or more. They are divided into 
groups, according to the grade and character of the bonds. 


This table will a other month, and will prove invaluable to bond buyers, as 
well as to brokers an ioula ers who are called upon to select or recommend investments. 
It is presented for purposes a comparison only, and mention of a bond issue is not to 
be construed as a recommendation. Our object is merely to show the relative yield of 
different bonds of each of the several classes. 


RAILROADS: 


(i 4. h Grade mortgage bonds, many of which are legal investments for New 
York vings Banks. 


[* the following table are arranged in order of yield the principal active issues of 






Interest Price 

Description. Due. Period. Jan. 16. Yield. 
Chesapeake & Ohio, gen. fund. & emp. 5s.. Ja. 1929 J.—J. 100 5.00 
ee ee ee ds. dn cennnee Apl., 1950 A—O. 69% 481 
U. P., Ore. Short Line guar. ref. 4s.. . > ae J—D. 91% 4.79 
Wisconsin Central 50-yr. Ist gen. 4s.. - 1949 J.—J. 87 4.77 
Chesapeake & Ohio, gen. g. 4%s........... m M.—S. 9414 4.77 
Colorado & Southern, Ist g. 4s............ F. 1 F.—A. 92 4.75 
a SSeS eee ‘ M.—N. 104 4.75 
Chesapeake & Ohio, gen. g. 414s " M.—S. 947% 4.75 
Erie, 1st cons. 4s. Se anddtrantvas tic en J.—J. 843% 4.74 
Wabash, Ist gold Ne eR ak cn nd is . M.—N. 104 4.73 
Southern, SE SE RSE ‘ek ‘ jJ—J. 105% 4.72 
Chic., Rock Is. & Pac., gen. g. 4s..... . a J—J. 86% 4.65 
B. & O. Southern Div, Ist g. 3%s i J—J. 9056 4.60 
Atch., T. & S. Fe., Cal.-Ariz. 1st & ref. 4%4s. Mch., 1962 M.—S. 98 4.60 
Chesapeake & Ohio, Ist cons. g. 5s 3 M.—N. 106% 4.59 
Baltimore & Ohio, prior 3%4s.............. : J.—J. 91% 4.50 
Hocking Valley, Ist cons. g. =": ae J—J. 100 4.50 
Mo., Kansas & Texas, =p &. 4s.. oe a 90 4.46 
Cent. Pac., Ist ref. qu. & ho ERE —- —A. 92% 4.42 
C., B. & Q., Illinois Div. ‘sha edeuvywt coeGee Ji. 1 J.—J. 833% 4.42 
U. P., Ore. Short Line, ist is vn inna hl 4 F.—A. 110% 441 
Southern Pac. R. R., Ist ref. 4s............. J—J. 9234 4.40 
Baltimore & _ ye Raa ap Sait 4 A—O. 93% 4.39 
Chic., Mil. & St. P., gen. 4 a Ser. C Ji. 1 {-} 10254 4.38 
Oregon & Wash., ist ey kk GRRE R yee m4 92% 4.38 
Del. & Hud., Alb. & Sus., $73 iiesenss Apl., 1946 A—O. 85% 4.36 
Atlantic Coast Line, Ist g. 4s............. Je, 1952 M.—S. 93% 4.3% 
Louisville & Nashville, unif. g. > Popa, i 1940 J.—J. 94% 4.33 
Chic., Burl. & Quincy general 4s.......... ch., 1958 M.—S. o4 431 
Northern Pacific, gen a i Nees Ja. 2047 Qu.—F. 68% 431 
Union Pacific, let & ref. 40.........0sccc00. Je, 208 M.—S. 933% 4.29 
Norf. & West. Ry., Ist A: ‘ EAR A O., 1996 A—O. 94 4.27 
Central of N. J., gen’l gold 5s............ Jl, 1987 J—J. 116% 4.26 
Chic., Mil. & St. Paul, gen. g. 4s. Ser. A.... My., 1989 J.—J. 94% 4.26 
N. Y. Central & Hud. Riv., g. 3%s.......... jl, 1997 J—J. 8314 4.23 
Rea ting Co, BOM. B 40... .ccccseveccccccees a, 1997 J—J. 9478 4.22 
Northern Pacific we - ra 2 «Se RE a a, 1997 Qu—J. 95% 421 
Atch., Top. & S. wh > Sh aS ls O., 1995 A—O. 95% 4.20 
Union Pacific, 1st Rr’ d gr. g.4s.... Jl, 1947 J—J. 97% 4.16 


(2) Collateral trust bonds selling at prices relative to the value of the underlying 
collateral, and the general credit of the issuing company. 


Gt. Northern, C. B. & Q.coll. tr. 48........ yl, 1921 Ix 963, 4.55 
Sou. Pac. Co, gold 4s. (Cent, Pac, coll).-.. Ag, 1949 el Q1%4 4.50 
Atl, Coast Ling, L coll. g. 4e......... O, 192 MN. 93 438 

N. Y. Cen. & H. R. take | hg coll. g. 3%4s. F., 1993 F.—A. 82% 4.26 
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the price changes of the stock into which they are convertible. 


Chesapeake & Ohio, conv. 4%4s............ F., 1930 
Bese, Sege. come. Ge Soe. Be. ioc cccvecks Apl., 1953 
Erie, SO-ye. conv, 40, Set. Aico. cacccccssces Apl., 1953 
N. Y., N. H. & Hart., conv. deb. 6s........ Ja. 1948 
Baltimore & Ohio, 20-yr. conv. 4%4s........ oh 1933 
Southern Pac., 20-yr. conv. 4s............ Je, 1929 
Union Pac. 20-yr. conv. 4s.............002. a. wae 
Oe, Se, ONENE UR, ons scncdeuscbhbehs’ Je., 1934 
Delaware & Hud., 10-yr. conv. deb. 4s...... Je. 1916 
Chic., Mil. & St. Paul., conv. 4%s.......... jl, 1982 
Norfolk & Western, conv. 4%4s............. * 1938 


Atch., Top. & S. Fe., conv. 4s. (issue of 1910) Je. 1960 


(4) Debenture bonds selling on a level commensurate with the general credit of 


the respective ae 


a ee ON a cen sdnees s.. 1928 
Chic., Mil. & St. eu “35. -yr. deb. 4s........ i ae 
Chic., St. Paul, M. & 'O., eS Sree Mch., 1930 
N. Y. Central & Hud. Riv., deb. g. 4s....... My., 1934 
Lake Shore, 25-yr. gold 4s................. My., 1931 





worth. 
sesboard Air Lime, aff. Se....6..scccccccces O., 1949 F.—A 
ae: ees TO COE, OS. ass cascode e., 1932 J.—D 
N. Y., W’ches. & B., Ist. Ser. I. 44s........ lL, 1946 J—J. 
Bis es, ee I OF Be ence scene O., 1936 A.—O. 
Chicago Gt. Western, lat 48.......cccccees Ss. 1959 M.—S 
Southern, develop. & gen. 4s., Ser. A........ Apl., 1956 i 
St. L. & San. Fran. R. R., ref. g. 4s......... ji, 1951 {J 
Erie, Ist cons. gen. lien g. 4s...........005 Ja. 1996 
ED Se Ma dot cccwcanece cece O., 1959 Pe 
,  “ 2 “eee ere F., 1939 F—A 
Kansas City Southern, ref. & emp. 5s....... Apl., 1950 J—J. 
Colorado & Sou., ref. & ext. 4%4s........... My., 1935 M.—N. 
STEEL BONDS. 
Bethlehem Steel, Ist & ref. 5s., guar. A.... My., 1942 M.—N. 
Lackawaennn Stocl, fet ©. Se....0c00cccceces Apl., 1923 A.—O. 
Rep. Iron & Steel, 10-30 yr. 5s. s. f.......... Apl., 1940 A—O. 
OO SO ee eee eer Apl, 1940 A—O. 
Bethlehem Steel, Ist ext. s. f. 5s............ Ja., 1926 J.—J. 
Re OE We cook cb ebeadeencetes My., 1952 M.—N. 
OS EP ere My., 1952 M.—N. 
U. S. Steel Corp., s. f. 10-60-yr. 5s. coup.... Apl., 1963 M.—N. 
TELEGRAPH AND TELEPHONE BONDS. 
Pon, Tae, & Tee, BE BB. o.. 0 scscccceces Ji, 1937 J.—J. 
Am. Telep. & Teleg., coll. tr. 4s............ L, oe J.—J. 
South. Bell Tel. & Tel., Ist s. f. 5s....... a, 1941 J—J. 
Am. Tel. & Tel., 20-yr. conv. 414s.......... Mch., 1933 M.— 
N. Y. Telep., ist & i BW Miesc cchesees N., 1939 M.—N 
MISCELLANEOUS INDUSTRIAL BONDS. 
The Texas Co., conv. deb. 68..........-.++- Ja, 1931 J—J. 
Westinghouse E. & M., s. f. 5s.... Se “as —J. 
Va.-Carolina Chem., Ist 15-yr. 5s . aa —D. 
E. I. Du Pont Powder, 4%4s............+.-- Je. 1936 “> 
i ST, Wl cc cnatcceucanceses F.,, 1926 *—A, 
U. S. Rubber, wo 8 5 my eb ns tencdecoue D. 1918 J.—D. 
REEL FEI, Bric £5sckececubicces O., 1944 A.—O. 
Central Leather, zy E  Geieieemciey- Apl., 1925 A—O. 
RM Minny conacpasdbeeee g., 1951 F.—A. 
Liggett & Myers, als Saree er Ag., 1951 F.—A. 
Am. Agricul., chemical Ist c. 5s........... O., 1928 A—O. 
Western Electric, og, SR aa are D. 1922 J—J. 


M.—S. 


j 
M—S. 


M.—N 


M.—N. 


(5) Semi-investment bonds, many of which are general mortgages, often classified 
as “business man’s” investments. Income yield is reasonably definite index of relative 


(3) Convertible bonds having no mortgage lien, whose quotations are affected by 
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7334 
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INVESTMENT: The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom. 








Seasonal Changes in Stock Prices 


By VICTOR GRANVILLE 








[This is the rivst logical and interesting article on this important subject that we have ever 
had the pleasure of reading. The author is an experienced student of finance and has given 


the subject much time ana thought—EDITOR.] 


HESE changes are of peculiar in- 
terest just now, because this is 
the time of year when the “spring 

rise” is to be expected. However, before 
discussing these seasonal changes, it 
must be pointed out upon what they are 
based. The stock market does not go by 
rule, and never will, but it does respond 
invariably to business conditions, monev 
market changes and important financial 
news. Now, there are certain trade and 
financial changes which occur by seasons, 
and occur with great regularity. It is 
these that cause the stock price move- 
ments here considered. In order to 
understand the subject, it is necessary to 
show briefly just what is each one of the 
financial and trade movements upon 
which the stock price movements are 
based. 

Putting the case briefly, the crops de- 
termine the seasonal movements of trade ; 
these in turn cause the seasonal move- 
ments of interest rates, and the move- 
ments of trade and interest rates com- 
bined determine the movements of stock 
prices. The subject is best explained 
by beginning with the autumn rise in 
stocks, for the reason that it is in the 
autumn that the most important factor 
in the whole situation, namely, the crops, 
begins to have its effect. 


THE CROPS. 
How important the crops are as a fac- 





tor in the stock market may be inferred 
from the big gain in railroad earnings 
which takes place in consequence of the 
crop movement between July and Octo- 
ber. The average gain in gross earnings 
is just about 16 per cent., and when the 
crops are large it is more than this. 
Agricultural products, in their raw state, 
constitute about 10 per cent. of the total 
freight traffic of all the roads taken to- 
gether, and the bulk of this is moved in 
the months of August to November, both 
inclusive. 


The natural consequence is that not 
only railroad, but all other business is 
greatly stimulated during this period; 
profits are large; investors are optimis- 
tic; and stock prices rise. But another 
consequence is that the immense demand 
for money with which to handle the 
crops begins to tighten up the money 
market in September, and makes it verv 
tight when the crops are large during 
the last three months of the calendar 
year.* How vast the crop movement is 
appears in the facts that the gross in- 
come of all the people of the United 
States is something less than $30,000,- 
000,000, whereas these people pay for 
their food at retail something more than 





*The new Crrrency Law will prevent tight money. 
Nevertheless, interest rates will undoubtedly be some- 
what higher during the season of greatest require- 
ments for money. 1 ts of stocks are 





mov 
likely to be modified by the new law, but not entirely 
prevented.—Epiror. 























$11,000,000,000. That is why the ten- 
year average for money in New York, 
including both call and time, is 6% per 
cent. in December against 53 in 
November, 5% in October, and 4 per 
cent. in July. 

Thus it happens that stock prices, in- 
stead of rising right through the autumn 
and making their top prices in October 
when the boom in trade and production 
is at its height, often begin to show 
weakness some time in September. The 
huge financial burden of moving the 
crops causes stocks to have two move- 
ments which have no counterpart in 
the seasonal movements of general busi- 
ness. Business prosperity and activity 
steadily increase from midsummer until 
October or November, and then steadily 
decrease until the following February or 
March, and but for tight money stocks 
would doubtless do likewise. For purely 
monetary reasons, however, stock prices 
usually fall in October and November, 
and then almost invariably rise during 
the latter half of December and the first 
part of January. 

In brief, stocks and trade activity tend 
to rise and fall hand in hand, and the 
January rise in stock prices is principally 
a rebound from the depression in the 
same caused by the crop movement and 
the consequent tight money. Besides 
this, the January rise is stimulated by 
the huge disbursements, amounting now 
to about $250,000,000 which are made 
during the month. These disbursements, 
plus the distributions of profits made by 
individuals and firms, plus the profits 
realized at the end of the year by the 
farmers, probably total well over a bil- 
lion dollars, and a good share of this 
money always goes into securities. 

Another respect in which mercantile 
trade and stock prices do not move in 
exactly parallel lines is that the fall boom 
in trade culminates late in October or 
early in November, whereas the upward 
tendency of the stock market does not 
really cease until about the middle of 
January. It is interfered with by the 
money market, but in spite of that stocks 
are often higher in January than at any 
time during the previous autumn. This, 
of course, is due principally to the big 
disbursements just mentioned, and to the 
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eneral realization of profits between 

tober 31 and January 15. 

By the end of December the crop 
movement is practically completed, and 
railroad earnings along with all other 
business begin to shrink. As an average, 
gross earnings in January are about 17 
per cent. smaller than in October, and 
other business probably shrinks in about 
the same proportion. Up to about the 
middle of the month, and sometimes un- 
til the end of it, this loss in trade activity 
is not noticed by business men, because 
they are collecting or receiving the 
profits of the large business of the 
previous autumn. In February and the 
first part of March, however, those 
profits and dividends have all been re- 
ceived, and business men feel the dull- 
ness in general trade. The typical in- 
vestor is also a merchant or producer of 
some sort, and therefore in February and 
the early part of March, when he finds 
his business 15 or 20 per cent. below 
the previous October, and when the 
large dividends and profits have ceased 
to come in, he is more apt to sell stocks 
than to buy them. Hence occurs the 
winter reaction in stock prices. 

THE SPRING RISE. 


Coming now to the spring rise, it is 
a direct reflection of the activity in gen- 
eral business which is brought about by 
the passing of the winter weather, and 
the beginning of business operations for 
the new year. During the latter half of 
March the dullness and disappointment 
of February are supplanted by energy, 
optimism and a determination to make 
the most of the new year. Builders are 
getting their materials delivered for new 
buildings, railroads are increasing their 
work on way and structures, farmers are 
busy with plowing and later with plant- 
ing, and wholesale and retail merchants 
are laying in their stocks for the spring 
business. All this generates optimism, 
and optimism always makes the business 
man willing to part with the dollar he 
has for the sake of the dollar and quar- 
ter he hopes to get. This, in short, is 
the basis of the spring rise. 

As to volume of business the spring 
trade causes an increase of only about 
3 per cent. in the total production and 
sale of merchandise. That is to say, this 
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total is about 3 per cent. larger in April, 
when the spring trade culminates, than 
in the dullest previous month of the given 
calendar year ; but the effect on the stock 
market is usually a great deal larger 
than one would suppose. This is due to 
the fact that money rates during the six 
months from February to July inclusive 
are almost always low. On this account 
there is generally a profit of one to three 
per cent. in borrowing money on call in 
New York, and carrying dividend-pay- 
ing stocks with it, 

Because of the short duration of the 
spring rise, it occurs with more regular- 
ity than many of the other seasonal 
movements of stock prices, and is there- 
fore easier to take advantage of. It will 
be observed from the accompanying chart 
that this rise seldom begins before the 





middle of February, or later than the 
middle of March. Another peculiarity 
is that it always starts from a sharp 
break, which is accompanied by a wave 
of acute pessimism sweeping over the 
whole country. When the newspaper 
columns are filled with nothing but de- 
pressing financial news at any time be- 
tween the middle of February and the 
latter part of March, it is about time to 
buy stocks. 

The spring rise is great or small ac- 
cording as we are in a bull or bear 
market, and the broad movements in 
turn are determined by broad changes in 
the condition of trade. In 1903 and 1907 
stock prices went down principally be- 
cause the country had exhausted its en- 
tire supply of loanable capital, thereby 
rendering further business expansion 
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impossible. In this connection, the in- 
vestor needs a monthly average of New 
York interest rates; and this may best 
be based one-fourth on call money, one- 
fourth on 30 to 90 day money, one-fourth 
on 4 to 6 months’ money, and one-fourth 
on prime commercial paper. Such an 
average normally remains below 4 per 
cent. during February and March, and 
when it does not do so, it is futile to buy 
stocks for the spring rise unless the 
market becomes badly oversold. 

An oversold condition is best disclosed 
by the movement of stock prices them- 
selves; and for this purpose those who 
desire to profit by the seasonal move- 
ments of prices should keep a diagram 
of price movements. Any average of 
fifteen or twenty stocks will serve the 
purpose, and every movement of $1.50 or 
more should be recorded. An oversold 
condition such as to warrant buying for 
the spring rise in face of an average 
monthly interest rate of more than 4 per 
cent. will always be signalized by a very 
sharp drop in the average of stock prices. 
Indeed, the drop in order to give clear 
evidence of a large short interest, should 
carry prices at least four dollars lower 
than any previous drop within the next 
previous three months. 

The spring rise usually culminates not 
earlier than April 1, nor later than 
May 1, and it is a pretty safe rule that 
those who do not wish to carry stocks 
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through the summer reaction should 
take their profits some time in April. If 
the diagram of the course of the market 
shows that each rally is going higher 
than the preceding one, and each decline 
is stopping higher than the preceding 
decline, it is safe to wait until late in the 
month; but if the diagram is showing 
the opposite, profits should usually be 
taken early. Then, too, the March aver- 
age for interest rates should be con- 
sidered. If it is above 434 per cent. it is 
a danger signal, but if it is below 4 per 
cent. waiting for larger profits is likely 
to prove wise. 

In order to show the seasonal move- 
ments of stock prices these movements 
are here given for the past 16 years. 
In each case minor fluctuations are ex- 
cluded, and there are given only the six 
principal movements. These are: The 
winter reaction, usually occurring in 
February or March; the spring rise, 
usually running from the middle of 
March to the middle or last of April: the 
summer reaction, which is very indefinite 
in time ; the fall rise, which usually lasts 
from midsummer until some date in 
September; the monetary reaction of 
the autumn, which ordinarily occurs be- 
tween the first of November and the 
middle of December; and finally the 
January rise, which usually takes place 
between the middle of December and the 
middle of January. 
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Hints to Investors 


7° feel sure of your investment dealer, demand sound judgment, expert 
knowledge and ripe experience. 


HE bonds on a weak, small road that is part of a large system are some- 

The small road must be very essential 

to the bigger one to give great strength to the securities. If it is not, 
| me cut adrift in times of trouble. 


pe be too anxious to trade out old-and-tried securities for new and 
unseasoned issues freshly offered. Let the new ones 
bit. The prices in the bargain may change a little wit 
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Which Kind of Stock Is Best 


By RICHARD D. WYCKOFF 
Vi—The Mail Order Companies 








Note—The foregoing chapters have covered Railroad, Steel, Copper, Telephone and 
Telegraph, Equipment and Chain Store Companies. The object has been the discussion of 
these various lines of business from the viewpoint of one who is considering the desirability 


of becoming a partner [stockholder]. 


N ideal commercial enterprise 
A would be one in which risk is 
practically eliminated, with the 
manufacturer selling to the consumer 
direct, at one profit, and with custom- 
ers in every state in the Union. Such 
is the Mail Order business. 

Two of the largest companies of this 
kind are represented on the New York 
Stock Exchange—Montgomery Ward 
& Co., and Sears, Roebuck & Co. The 
former did a business of $40,000,000 in 
1913 compared with $95,000,000 by 
Sears, Roebuck & Co. Only the pre- 
ferred stock of Montgomery Ward & 
Co. is listed. Both junior and senior 
issues of Sears, Roebuck & Co. appear, 
and it is these, particularly the com- 
mon stock, with which this article is 
concerned. 

In 1872 the head of a dry goods 
house in Chicago conceived the idea of 
selling by mail, direct to the farmers, 
in competition with the country stores. 
At first only dry goods were handled 
in this way, but as the plan unfolded, 
new lines were added and the scope of 
the business broadened. Chicago be- 
ing a natural distributing point, other 
firms located there were soon attracted 
by the possibilities in this field. The 
plan was to advertise, send circulars 
and catalogues and make prices so low 
that the buyer could pay transporta- 
tion charges and still get the goods at 
less than at home, with the added ad- 
vantage of greater variety and a strong 
guarantee. 

For many years Montgomery Ward 
& Co. was the leading mail order 
house, but in 1895 the firm of Sears, 
Roebuck & Co. was formed. In the 
past several years this concern has out- 





stripped its rivals and is now the larg- 
est of its kind in the world. 

Starting with $150,000, Sears, Roe- 
buck & Co.’s capital grew in eleven 
years to $5,000,000, and its surplus to 
$3,000,000. In 1906 the present cor- 
poration was formed with $10,000,000 
7 per cent. cumulative preferred stock 
and $30,000,000 common. By 1911 the 
surplus had rolled up to $17,000,000, 
and a stock dividend of $10,000,000 or 
33% per cent. was distributed to the 
common stockholders. One fifth of the 
preferred issue has been bought and re- 
tired, so that the present outstanding 
capital is $8,000,000 preferred and 
$40,000,000 common. 

Gross sales for the 1913 fiscal year 
were $95,600,000, against $40,000,000 
for the 1908 year, an increase of 139 
per cent.—more than double—in five 
years. Undivided profits now equal 
$44 a share on the common stock. 

How was such enormous growth 
possible? 

If you have never cultivated the mail 
order habit you should at least investi- 
gate it. Write a postal to Sears, Roe- 
buck & Co., Chicago. Just say, “Send 
me your catalogue.” In a few days the 
postman will leave you a catalogue the 
size of the New York Telephone Co.’s 
directory, containing some 1338 pages, 
describing thousands of different ar- 
ticles and lines of goods: Clothing, 
shoes, agricultural implements, auto- 
mobile supplies, tools, hardware, glass- 
ware, furniture, stoves, paints, lumber, 
safes, trunks, jewelry, hats, heating and 
lighting plants, hotel and hospital sup- 
plies, and the Lord knows what not. 

On the front page of the catalogue is 
this guarantee: 









































WE GUARANTEE 


that each and every article in this cata- 
logue is exactly as described and illus- 
trated. 

We guarantee that any article pur- 
chased from us will satisfy you per- 
fectly ; that it will give the service you 
have a right to expect; that it repre- 
sents full value for the price you pay. 

If for any reason whatever you are 
dissatisfied with any article purchased 
from us, we expect you to return it to 
us at our expense, 

We will then exchange it for exactly 
what you want, or will return your 
money, including any transportation 
charges you have paid. 

Sears, Roebuck & Co., Chicago. 





And on one of the front pages you 
are given simple rules for ordering 
goods: Look in the index and find 
what you want, and fill in the descrip- 
tion and catalogue number on order 
blanks which are furnished. You are 
told not to hesitate because you write 
poorly or in a foreign language. Every- 
thing is made easy for you. 

The company’s terms contain but 
five words: “We require cash with or- 
ders.” And in this one sentence lies 
the secret of their success—the same 
secret as in the chain stores. It re- 
verses the old rule of making, selling 
and shipping the goods, and then get- 
ting the cash, perhaps. It puts the bal- 
ance of power where it belongs—in the 
hands of the seller. 

All freight, express or parcels post 
charges are borne by the purchaser, 
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and to save him on these items many 
short cuts are adopted. Heavy articles 
especially are shipped direct from the 
factory where they are made. Many 
goods are sent from branch ware- 
houses at Dallas, Texas, or Seattle, 
Washington. Buyers are told to com- 
bine orders with their neighbors and 
thus save charges by apportioning 
them. 

There’s a fascination about ordering 
goods from a catalogue that appeals to 
many people, especially farmers. As 
you look through the hundreds of 
pages, profusely illustrated, fully de- 
tailed, some with a reproduction of 
colors, you are reminded of many things 
you need and are tempted by the low 
prices, just like a woman at a depart- 
ment store bargain counter. It is so 
easy to add a few more items to your 
order. 

The catalogue is also a rival to the 
five and ten-cent store, for on its front 
pages are many articles which Wool- 
worth or Kresge would charge those 
respective sums for, listed at two cents 
and four cents, up to a quarter’s value 
for twelve cents. Thus is the ten-cent 
store brought to the door of even the 
farmer who is a day’s journey from a 
fair-sized town. 

While the business naturally centers 
in the big catalogue, there are many 
detailed catalogues covering various 
lines of goods. The big book “draws 
you out,” and when you show what 
you particularly want you get smaller 
catalogues issued by that department, 
samples, etc. 

An official of the company says: 


GENERAL VIEW, SEARS, ROEBUCK & CO., CHICAGO. 
Ground Area, 50 Acres. Floor Space in Buildings, 75 Acres. 
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“With new buildings and additions com- 
pleted in the last year, our floor space will 
total about eighty acres, and the number of 
employees will run as high as twelve thousand 
sixty-five hundred men and fifty-five hundred 
women. 

“The number of orders received average 
about thirty-five thousand per day and the 
average number of Pa of mail coming into 
our store is about fifty-five thousand per day. 
Our advertising department sends out thirty- 
two million pieces of advertising per year. 

“We have no foreign customers and with 
very few exceptions ship no goods out of the 
United States. At present we have two branch 
houses, one located at Dallas, Texas, and the 
other at Seattle, Washington, handling 
merchandise representing all the lines carried 
in Chicago, although in a few instances not 
quite so many selections. 

“We have a large number of factories manu- 
facturing our merchandise, many of which we 
own and a good many others rom which we 
take the entire output. These factories cover 
various lines including furniture, implements, 
wall paper, paints, saws, cameras, shoes, sew- 
ing machines, stoves, etc. We have several 
shoe factories and several furniture factories. 

“In the Chicago store there are nearly two 
hundred different departments; the mer- 
chandise being divided into about sixty dif- 
ferent departments and the clerical, utilities 
and other activities making up the balance. 

“The main advantage of dealing with a mail 
order house is, of course, the large saving on 
account of quantities dealt in: The ‘one 
profit’ possible by the direct from manufac- 
turer to consumer policy, and also by the 
simple handling in filling orders, making pos- 
sible the cutting down of expense. 

“An order in going through our house 
travels through the following departments: 
Mail opening, cash auditing, entry of order, 
routing. Indexing; where record is taken of 
date, amount and number of customer’s order. 
Merchandise; where the goods are selected, 
checked and the order priced. Shipping; 
where the order is packed, weighed, ad- 
dressed and actually shipped, by mail, ex- 
press or freight. All express companies have 
their own agents here and the packages are 
billed and loaded direct on their motor trucks 
at our door. We have four tracks into the 
building for freight shipping with a capacity 
of forty-four cars. 

“It is impossible to state what is the limit 
of the growth of the mail order house, or 
the probable increase in our business. At 
present we have about six million customers 
sending us between ten and twelve million 
orders a year.” - 

7 * 
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in express rates should be great 


Year. Est. Sales. 
ae od bins ceptansintewbe 109,921,600 
es aa 


126,409 
148,371,316 


Tee eee ee Pee eee eee eee eee | 








THE MAGAZINE OF WALL STREET. 


factors in the growth of the mail order 
business. And as more people (in the 
large cities as well as the country) be- 
come acquainted with the mail order 
method, the list of customers should 
increase. The great advantage of such 
an enormous turnover of merchandise 
is in purchasing power and ability te 
manufacture for the company’s own 
consumption and thus further reduce 
cost to the consumer. So that the busi- 
ness as it stands is in a position to 
strengthen itself rather than be weak- 
ened by economic changes. 


Out of each dollar of sales there re- 
mains an average of a dime profit. It 
is therefore a simple matter to estimate 
growth for the next three years, based 
on the assumption that similar average 
results will be shown. The average in- 
crease in sales for the past five years 
has been 17.6 per cent; but allowing 
only 15 per cent. annual increase and 
taking the gross earnings for 1913, viz., 
$95,584,000 as a basis, and figuring 7 
per cent. for both common and pre- 
ferred, without any allowance for ad- 
ditional preferred stock being retired, 
we arrive at the calculations shown in 
the table below. 


These results may be reduced by ap- 
propriations, purchase of preferred 
stock, depreciation, etc., all of which 
will benefit common stockholders. These 
holders may reasonably expect within 
the next few years a very generous 
melon, or an increase in their dividend 
rate, or both. The present price (185) 
more or less discounts these possibili- 
ties, but does not by any means ex- 
haust them. Remember, a stock divi- 
dend of even 50 per cent. would not in 
any way curtail earning pewer nor add 
a dollar of fixed charge. If our calcu- 
lations as to future earning power 
prove correct, the company could de- 
clare a 50 per cent. stock dividend at 
the end of 1914 and continue to pay 
dividends of 7, 8 or 10 per cent. on the 
increased stock. Or at the end of 1916 
it could declare a 100 per cent. stock 


Per Cent. on Total Per share 
Net Profit. Com. Stock. Undiv. Prof. on Com. 


10,992,160 26% I 
Zedge 50% 
14,537,131 35% 45,818,000 115 

















dividend and pay 10 per cent. or more 
on what would then be $80,000,000 of 
common stock. 

It is these considerations which put 
Sears-Roebuck common stock in a 
class by itself and make the possibili- 
ties in the ordinary railway or indus- 
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trial stock look small indeed by com- 
parison. (End of Series.) 


CORRECTION. 

In our previous article we stated that the 
amount of May DerparTMENT STORES Com- 
PANY preferred stock was $5,000,000. This 
should have been $8,250,000. 








Practical Talks to Investors 


IV—Ask Your Banker for Information on the 
Bonds He Sold You 








HE wideawake and progressive bank- 

H ing house likes to have its customers 

alive. A house that merely wants 
to sell its wares and cares little whether its 
people take any further interest in the se- 
curities they bought is not the best kind 
of an institution to deal with. It may sell 
you securities that will not wear well. There 
are some of that kind and they could be 
mentioned by name. There are also others 
of the first kind. If everybody took this 
hint and asked the banker, say every six 
months, for information about the compa- 
nies whose bonds he sold, it would keep the 
house busy. But never mind that. The 
house could then systematize the work so 
it would not be burdensome. But because 
so few people do this the wise ones should 
get even better service. 

Laying investments away to be fished out 
some distant day when the bonds come due 
is about the height of folly. Nobody that is 
educated at all in investments does that. 
Why should anybody? When bonds are 
so nicely preserved in the vaults of a 
safe deposit company and nothing more 
than coupon clipping is done every six 
months there is no more certainty of finding 
them all good at end of years than of finding 
all the apples in a barrel good over winter. 
“Eternal vigilance is the price of safety” in 
investments. You must sort them over con- 
stantly, as it were. One way the vigilance 
comes in by asking the house that sold them 
to tell you how the company is getting 








as 


along. The banking houses generally keep 
in touch with the company’s affairs, The 
wise investor asks for a statement now and 
then, not only financial but general. 

This kind of investor keeps a scrap book 
into which he puts not only what the house 

ives him, but what is published generally. 

he house can usually give better informa- 
tion than can be obtained in the public 
prints because the newspapers get only what 
the company or the bankers are disposed to 
or compelled by law or expediency to give 
out. The bankers generally have accurate 
information. They want it for themselves. 
There is no reason why they should not 
give it to the people to whom they have 
sold securities. If the statements they give 
an investor are not full he should ask def- 
inite questions and if possible demand cate- 
gorical answers. 

Of course it is a whole lot better to ask 
many questions before buying the securities 
than after. An ounce of prevention in this 
case is worth, not a pound, but a ton of 
cure. Even if the securities look good at 
the beginning, watch them thereafter. You 
may be able to discern conditions months 
ahead, from the information given. Don’t 
hold your securities in the dark and strictly 
on faith. Keeping abreast of the situation 
in the companies acts at least as insurance, 
and for that reason is well worth while. 
Of course an investor may be “stung,” alive 
or dead, but it certainly will not be badly 
if he is in the first condition. 
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Monthly Net Earnings 











) agp table gives the returns of the principal railroads down to latest dates available, and 
should be studied in connection with the “Bargain Indicator,” which shows annual results 
and the “Investment Digest,” where other details of earnings will often be found. 


Stock outstanding 
(in millions). 








Current 
month. 
Atch., Top. & S. Fe........ Jan. $2,459,525 
Atlantic Coast Linet....... Jan, 813,921 
Baltimore & Ohio.......... Jan. 1,639,099 
Boston & Maine...... occes Gl 328,094 
Buff., Rochester & Pittsb...Jan. 203,760 
Canadian Pacifict ......... Jan. 1,000,174 
Central of Georgia......... Jan. 266,804 
Central R. R. of N. J...... Dec. 1,276,111 
Chesapeake & Ohio........ Jan. 863,240 
Chicago & Altont.......... Jan. 46,749 
Chic., Burl. & Quincy...... Jan. 2,356,828 
Chic. Gt. Western....... ++-Jan. 269,038 
Chic., Mil. & St. Paul...... Jan. 2,216,655 
Chic. & Northwesternt..... Jan. 1,473,720 
Cleve., Cir, Chic. & St. L..Dee. 537,604 
Colorado & Southern....... Jam. 313,529 
Delaware & Hudson........ Jan. 465,368 
Del., Lack. & Western......Jan. 845,933 
Denver & Rio Grandet..... Jan. 334,083 
SEED "ddl s 60 cges cecgecesose Jan. 415,309 
Gt. Northerm ........00. ++-Jan. 1,231,838 
Hocking Valley ..... oveee Jan. 64,667 
Illinois Central? .......... Jan. 1,026,343 
Kansas City Southern...... Jan. 348,430 
Lake Erie & Western...... Jan. 56,877 
Lake Shore & Mich. So....Jan. 652,547 
Lehigh Valley ............ Jan. 516,165 
Long Island? ....... cecess Jan. 12,034 
Louisville & Nashville...... Jan. 1,092,506 
Michigan Central ......... Jan. 293,295 
Minn. & St. Louist........ Jan. 211,846 
Minn., St. P. & S. S. Mariet .Jan 317,024 
Mo., Kansas & Texas...... Jan. 817,150 
Missouri Pacificf ......... Jan. 1,217,324 
National Rys. of* Mexico§...Jan. 128,101 
N. Y. Cen. & Hud. Riverf.Jan. 1,277,892 
N. Y., Chic. & St. Louis.. _— 45,112 
H. ¥-» N. H. & fasttosd.. 732,171 
Ont. § game 88,089 
N Norfolk & Western........ 1,029,446 
Northern ecccecsese 1,394,019 
ae R. BB. coce 1,693,014 
“4 eects def. 38,202 
Pittsb., ra Chie. & St. L.t. 644,05 
Reading Com — ecoccces 1,505,928 
peck sland ° 1,441,890 
board Air Linet. $71,328 
a Louis & San Fran... 872,578 
st. Louis Southwesternt. 223,238 
southern Pacifict ...... 2 1,824,149 
Southern Railway ...... ee 1,280, 
Texas Pacific. ...cscseess a 387,256 
Tol., St. L. & Westerng.... 87,611 
Union pet Seccecrecces 1,703,044 
abash ‘ 2, 
Western Maryland ........ $1,129 
148,652 


Wheeling & oy Erie.. 
“Fiscal year ends June 30. 





These results are in Mexican currency. 


Change from 
last year. 
—$167,630 

—190,955 
—460,915 
—151,043 
—21,440 
—662,199 
+39,820 
—287,089 
+32,041 
+29,052 
—451,580 
+14,292 
+164,461 
+48,399 
—119,470 
—32,132 
—359,337 
—470,559 
—42,406 
—667,708 
—105,484 
—81,261 
+162,407 
—591 
25,312 
—958,253 
—393,282 
+28,551 
—238,640 
—407,559 
—2,057 
—165,295 
+122,234 
+4,921 
—1,974,027 
—594,239 
—219,938 


—401,923 
—59,952 


+14, 728 


tFiscal year ends Dec. 31. 


Fiscal yr. 

to date. 
$22,272,812* 
4,936,092* 
16,225,881* 
5,965,992* 
2,067,753* 
28,211,611* 
2,428,723* 
6,957,367* 
6,900,544* 
1,336,266* 
21,564,285* 
2,214,018* 
19,194,035* 
15,052,742* 
4,240,936t 
2,314,186* 
465,368t 
9,331,650* 
4,013,018* 
7,401,191* 
22,105,758* 
1,597,649* 
7,512,627* 
2,446,196* 
56,877t 
652,547t 
7,365,800* 
12,034t 
9,714,927* 
293,295t 
1,549,244* 
3,996,603" 
5,827,768* 
8,984,078* 
1,082,784* 
1,277,892¢ 
45,112t 
11,428,568* 


32,109 
21,375,183* 
4,273,280° 
776,969* 
1,584,423* 


Change from 
last yr. 
—$1,702,026 
—360,479 
—1,898,362 
—1,045,265 
+105,519 
—581,914 
+13,207 
—999,622 
+168,023 
—371,592 
—1,285,467 
—216,642 
—2,082,673 
—964,769 
—4,113,558 
—842,860 
—359,337 
—495,066 
—470,371 
—2,620,378 
—823,915 
—169,869 
+648,439 
—73,071 
—25,312 
—958,253 
—1,525,646 
+28,551 
—186,196 
—407,559 
—150,273 
—1,696,601 
—1,175,615 
—6,307 
—14,466,923 
—594,239 
—219,938 


737 
—107,584 


Pref. 
114 


Ist, 8; 2d, 8 
None 
None 

49 
Ist, 47; 2d, 16 
209 
None 
None 
21 
11 
None 
None 
None 
None 
5 
12 
13 
None 
Ist, 57; 2d, 240 
None 

Ist, 5; 2d, 11 
None 
None 

22 
None 


None 
12 


27 
Ist, 28; 2d, 42 
49 
23 
Ist, 4; 2d, 15 
19 
None 
60 
None 
10 
99 
39 
10 
Ist, 4; 2d, 11 


Com. 


194 
67 
152 
39 
10 
260 
5 
27 
62 
19 
110 
45 
116 
130 
47 
31 
42 
42 
38 
112 
None 
ll 
109 
30 
ll 
49 
60 
12 
72 
18 
15 
25 
63 
82 


tNet earnings om after deducting taxes, 
© longer includes the Boston & Albany. 














The Railroads, 








Organized Labor 


By GEORGE FLATOW 





the Public and 








NYTHING that interferes with 
A the total output, whether it be 
in agricultural products, manu- 
factured articles or transportation, pro- 
duces a decrease in the wealth of the 
country and will, sooner or later, work 
damage to the whole community, and 
particularly to those least able to bear it. 
There is a maxim or principle running 
something like this: “You cannot get for 
all the factors in any business any more 
than there is in the business.” In other 
words, in any business you can only di- 
vide what the business produces, most 
certainly nothing more, if you expect to 
remain solvent. It is true that the la- 
borer is worthy of his hire, but it is also 
true that capital and managerial skill is 
likewise entitled to its proper propor- 
tional share of the returns from the 
business. 





* * * 


THE railroad business, or more broad- 
ly speaking, the business of trans- 
portation, is peculiarly a business of its 
own, standing out from every other busi- 
ness in at least one particular, i. e., the 
rate of depreciation as covered by wear 
and tear is as great or greater than any 
other business. Moreover, depreciation 
through obsolescence and the abandon- 
ment of property exceeds that of any 
other known business enterprise. These 
heavy depreciation charges must come 
out of the business if we expect the great 
transportation companies to retain their 
credit and properly perform the work re- 
quired of them by the public. 
Improvements in the art of transporta- 
tion, coupled with the demands of the 
public, relegate to the scrap pile half- 
worn equipment, or demand a change in 
line to avoid a grade or curve or shorten 
the distance between important centers, 
making the original capital expenditure 
void, unless it can be replaced from sur- 
plus earnings. The steel car is fast put- 











ting the wooden car on the scrap heap; 
improved signals are forcing the older 
standards out of service; and although in 
good condition the steam engine is now 
being succeeded by the electric engine. 

The labor organizations do not seem 
to give questions such as these any seri- 
ous attention. But such expenditures 
must be provided from earnings, to the 
end that the credit of the railroads may 
be retained and the prosperity of all con- 
tinued. It is therefore important that no 
class of employees receive more than 
their proper and just share of the out- 
put, because, as previously stated, you 
can only divide between all the factors 
entering into the production of trans- 
portation what the transportation pro- 
duces. 

* * * 


HE railroads have learned that the 
rights of the public must be re- 
spected and protected. They are en- 
deavoring today to give the best serv- 
ice consistent with their financial abil- 
ity and the requirements of the public. 
They feel their responsibility to the 
public and are making an honest effort 
to give to the public such service, and 
at such cost, as will merit the public’s 
confidence and support. The railroads 
realize that without the support of the 
public they would be in as bad shape as 
the public would be without the rail- 
roads, and the managers of today have 
placed their responsibilities in the follow- 
ing order: The Public First; Labor and 
Capital Second. 

The responsibilities of the labor organ- 
izations are wholly to their constituents, 
subject, of course, to the dominant forces 
of public opinion. It seems, however, 
that the labor organizations have not had 
their ears tuned to the views of public 
opinion, as have the railroads; in fact, it 
would appear that at times they were go- 
ing contrary to public opinion. Consid- 








488 





ering the pace at which the different rail- 
way labor unions are now traveling— 
toward making extravagant and unwar- 
ranted demands on the railroads for both 
increased wages and better working con- 
ditions—it is only a question of time 
before they will find themselves in the 
same position that many of the railroads 
did some years ago. 

At that time some of the railroads took 
the position that regulation was inimical 
to future prosperity. The enlightened 
railroad man of today realizes that rail- 
road regulation is proper; that many 
practices formerly existed that were im- 
proper. The operation of railroads is so 
closely associated with the public welfare 
that reasonable and equitable regulation 
is in the interest of the public and the 
community as a whole. 

It would appear that the labor organ- 
izations, and particularly railroad labor 
unions, are strongly antagonistic to com- 
pulsory arbitration or any other form of 
regulation when applied to labor. There 
is also a vast difference of opinion among 
railroad managers as to the propriety of 
compulsory arbitration, and they are in 
no way a unit as to the benefits, if any, 
to be derived from such a law, but so 
sure as day follows the night the arbi- 
trary actions of labor unions, if much 
longer continued, will force drastic ac- 
tion upon the public and regulation will 
surely result as a natural sequence. 

. ~ * 


WHETHER the railroads agree or 
whether the labor organizations 


agree, the principle of regulation has 
come to stay, and it cannot long be ap- 
plied to corporations and not applied to 
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that upon which the very life of the cor- 
poration depends, namely, labor. 


The railroad managements, through 
their collisions with public opinion in the 
past have learned that in all their acts 
the rights of the public must be respected. 
One of these rights is to have transporta- 
tion maintained without interruption. 
Employees fully appreciate the position 
the managers are in, with regard to un- 
interrupted transportation, but they have 
not learned to respect the rights of the 
public, and some of the organizations do 
not respect them. They have shown that, 
when regard for the rights of the public 
becomes incompatible with their demands 
without resort to a strike, they would 
trample on the rights of the public by 
declaring a strike in order to secure what 
they thought was due them. They are 
fully cognizant of the responsibilities of 
the managers to the public, but they do 
not accept any responsibilities on their 
part to the public, when such responsibil- 
ities would interfere with their personal 
interests. 

For these reasons the public will ulti- 
mately adopt some means for protecting 
its rights against those who have both 
the power and the disposition to trample 
upon them. As the railroads see it, it is 
just as essential in the long run that rail- 
road labor controversies shall be settled 
on the right basis, as that they shall be 
settled at all. If wages and working 
conditions of employment are made un- 
reasonable, the cost of rendering the 
service of transportation will also be 
made unreasonable, and such cost must 
sooner or later be reflected in the rates 
that the public will have to pay. 


























Earnings and Dividends 


The Position of Standard Stocks Viewed in Perspective 
By GEORGE C. MOON 








gpd a cae the discussion of the 
relative position of earnings and 

dividends of different stocks, the 
following have been selected for this 
chapter : 


WESTINGHOUSE ELECTRIC COMMON. 


EVELOPMENTS in the affairs of 
Westinghouse since the receivers 
were discharged in December, 1908, must 
be looked upon as satisfactory. The 
embarrassments which led to the receiv- 
ership in 1907 served a useful purpose by 
bringing matters to a climax and permit- 
ting a new start to be made. The out- 
come is indicated by amount earned on 
common and shown in the graphic given 
here. 

It must be conceded that the resump- 
tion of dividends on common in 1912 
were justified by the volume of net 
earned on that stock. Further, the divi- 
dend paid is at a conservative rate, and 
permitted substantial additions to surplus 
each year. Prior to the receivership, 
large dividends were paid on the com- 
mon and the shares ranked high market- 
wise. The graphic covers the period 
from that time down to the present and 
gives an exhibit of a satisfactory nature. 
The future outlook is also reassuring, 
notwithstanding a prevailing distrust of 
the general industrial situation. Besides 
having an agreement with the Baldwin 
Locomotive Company for the joint manu- 
facture of electric locomotives, the com- 
yany owns large interests in a Canadian 
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and also in several foreign Westinghouse 
companies. 

There are two classes of stock. The 
preferred issue is relatively small—about 
$4,000,000—and $35,000,000 of common, 
A large reduction was recently made in 
the amount of the outstanding notes, 
bringing that class of obligation down to 
$5,500,000 which, with the convertible 
bond issue, represent the only fixed 
charges ahead of the stock. With the in- 
creasing demand for electrical appliances 
we may reasonably assume that the com- 
pany will in the future continue to receive 
a profitable share of the business it is so 
thoroughly qualified to handle. 


PITTSBURG COAL PREFERRED. 
PITISBURG Coal’s graphic presents 

nothing uncommon in the way of 
variable earnings because the coal mining 
industry moves sharply in unison with 
the ebb and flood tides of general busi- 
ness conditions. The graphic illustrates 
the position of the preferred stock alone, 
as the yearly net earnings applicable to 
dividends were almost invariably inade- 
quate to meet the full distribution of 7 
per cent. which the preferred stock was 
entitled to receive. Placing the preferred 
stock in 1910 on a 5 per cent. basis was a 
conservative action. The ratio earned on 
that issued in each year since has been of 
a character that justified an expectation 
that the 5 per cent. rate will be main- 
tained. Up to the present date the un- 
paid dividends on the preferred amount 
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to about 40 per cent. and it is understood 
the management contemplates adopting 
some plan for the adjustment of the divi- 
dends which are in default. 

With the exception of 1911, net earn- 
ings show that a fair margin remained 
after making dividend disbursements in 
the years 1910-13 at the 5 per cent. rate. 
The results of those years may probably 
be taken as representative of what may 
be expected under normal conditions. 
The company owns and controls exten- 
sive coal properties and terminal, dock 
and loading plants at several important 
places and is otherwise well equipped to 
handle the output of the mines. Both the 
United States Steel Corporation and the 
Republic Iron & Steel Company are large 
users of the company’s coal which is sup- 
plied them under the long term contracts. 

The preferred has attractive features 
which are somewhat enhanced by the un- 
adjusted deferred dividend accumula- 
tions, supported by the company’s hold- 
ings of securities of other companies. 


NEW YORK AIR BRAKE, 


ie common with the other corporations 
which comprise the so-called Equip- 
ment Group, the income of the New York 
Air Brake Co. is affected by railroad con- 
ditions. A glance at the graphic shows 
how varied net earnings were for the last 
six fiscal years. The dividend record for 
the same period also shows an absence of 
uniformity. ; 
The company has an authorized capital 
stock of $13,000,000, of which $10,000,- 
000 is outstanding and $3,000,000 held in 
the treasury for bond conversion pur- 
poses. The stock is all of one class. The 
conversion privilege expires July 1, 1914, 
and if the bonds are not converted into 
stock by that time the amount of the lat- 
ter held in reserve, is to be cancelled. On 
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account of the relatively poor status of 
the stock, it is unlikely that the bonds will 
be converted before the date fixed there- 
fore, hence the volume of outstanding 
stock capital will doubtless remain un- 
changed. As these bonds carry 6 per 
cent. interest annually, holders are nat- 
urally disinclined to convert their bonds 
into stock under existing uncertainties. 
The advantages, in many respects, of the 
bonds over the stock are apparent. 

It will be seen from the respective lines 
of earnings and dividend payments pre- 
sented in the graphic, that an adequate 
margin of safety is lacking. So far as 
can now be foreseen, the outlook for the 
stock does not suggest any material im- 
provement in the near future. It will un- 
doubtedly remain in the distinctly specu- 
lative class for the same reasons that 
have held good in the past. The com- 
pany is licensed to manufacture under 
Westinghouse patents all parts of their 
equipment, so that a conflict in that con- 
nection is avoided. The Westinghouse 
Air Brake Company, however, is doing 
over three times the amount of business 
and earning about 28 per cent. on a capi- 
talization of $20,000,000, which is in 
startling contrast to the results shown 
by the New York Air Brake Company. 


STANDARD MILLING PREFERRED. 
GTANDARD Milling is one of the in- 

active issues listed on the New York 
Stock Exchange. The flour mills owned 
and controlled are situated in New York, 
Minnesota, Wisconsin and Kansas and 
among the brands manufactured are some 
of the oldest and best known milling 
trade marks. 

For the last two years earnings have 
improved, as will be seen by reference to 
the graphic. The preferred dividends 
are non-cumulative at the rate of 5 per 
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cent. Before common is entitled to divi- 
dends a sum equivalent to 1 per cent. on 
referred must be set aside in a sinking 
und to retire the preferred. After this 
and the payment of 5 per cent. on the 
common, the preferred is entitled to re- 
ceive an additional 1 per cent. before any 
additional dividend is paid on the com- 
mon. An initial dividend of 2 per cent. 
on the common was paid last year. This 
action must reflect the confidence of the 
management in the future outlook as it 
is the first disbursement on common since 
organization. 

Being an inactive stock, from a mar- 
ket standpoint, it is not likely to fluctuate 
materially either one way or the other 
save on occasions when the general list 
sways violently from unusual causes. 


UNITED DRY GOODS COMMON, 


U’ ITED Dry Goods controls through 

majority stock ownership the Asso- 
ciated Merchants Company (which in 
turn controls the H. B. Claflin Co. and a 
number of department stores in New 
York and elsewhere) ; also owns concrol 
of Lord & Taylor and full ownership of 
other large department stores located in 
various cities. 

The company was incorporated in 1909 
and the graphic gives a picture of the re- 
sults in each year following organiza- 
tion. It will be noticed that the net reve- 
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nue in the period plotted in the diagram 
was strikingly alike in each year. This 
of course is a strong indication of the 
probable stability of income of the hold- 
ing company. As yet the stock has not 
aged sufficiently to assert itself, and it 
must be allowed further time to demon- 
strate its worth. There are strong pros- 
pects of its making good. 


BUTTERICK COMPANY. 


BuUrteErick is one of the largest of 

the publishing companies and 
through ownership of a number of sub- 
sidiary corporations may be classed as a 
holding company. In 1909 the Ridgway 
Company, publishing Everybody's Maga- 
zine, was acquired and therefore in com- 
paring the yearly earnings shown in the 
graphic, that fact should be considered. 
Thus from 1910 to 1912, both inclusive, 
the Butterick Company received divi- 
dends from the Ridgway Company, but 
none are reported for 1913. The divi- 
dend position of the stock is not strong 
and the failure of earnings to improve 
must be interpreted adversely to the stock 
issue. The narrow margin shown during 
the last four years emphasizes the inse- 
curity of dividends. Such results as 
those shown by the graphic point to the 
conclusion that the $15,000,000 capitali- 
zation is out of proportion to the earning 
power of the company. 
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T= items below are condensed from leading financial and investment publications 
and from official sources. Neither “The Magazine of Wall Street” nor the authori- 
ties quoted guarantee the information but it is from sources considered trustworthy. 
We endeavor to present in a few words the essential facts in regard to each company. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis- —SURPLUS at end of 
1913 was $755,000, representing profit from 
Apr. 16 to 31. Unfilled orders $3,350,000. 


Since Aug. 1 business has fallen off sharply 
in sympathy with general dullness through- 
out the country, resulting in reduced profits. 
No improvement is yet visible. 


American Agricultural Chemical. — RE- 
DUCTION OF DIV. on common stock has 
been rumored, but directors are confident 
that present 4% divs. will be the minimum 
for some yrs. to come. Situation has radi- 
cally improved in last 7 or 8 mos., and it is 
expected that for fiscal yr. ending June 30 
next divs. will be earned twice over. An 
advance of only 4% in selling price of fer- 
tilizers will add to net earnings a sum 
ounies more than 5% on the common 
stock. 


American Cotton Oil—TALK OF DIVS. 
on common stock is premature. New plant 
at Bayonne will cost more than $1,000,000 
and will be built out of current funds and 
future earnings. Co. has put back into 
property in last 2 yrs. $1,769,000, and has 
written down the profit and loss balance to 
that extent. 


American Ice.—DIVS. are not probable at 
resent, altho earnings would permit at 
east 3%. Directors desire to test earning 
capacity for another season. Yr. ended 
Oct. 31, 1913, Co. earned 11.12% on pfd. 
stock of operating Co., which was equal to 
7.5% on stock of American Ice Securities, 
the holding Co. These earnings were ex- 
ceeded only by 1906, but 1913 prices were 
considerably below 1906. Artificial ice is 
now 70% of busines, and completion of 2 
sew plants in N. Y. City will make this 


American Light and Traction—FOR YR. 
1913 earnings were 25.1% on $13,911,000 
common stock, after preferred divs. Co. 
pays 10% cash divs. and 10% stock divs. on 
the common yrly., or total of 20%. 


American Locomotive—CASH DEPOS- 
ITS of Co. are now over $16,000,000, against 
only $1,562,000 last Je, when operations 
were 90% of capacity against less than 20% 
at present. lackening of business has 

iled up this big cash total. At the end of 
fast yr. Co. provided reserve of $2,300,000 to 


liquidate its automobile business. Liquida- 
tion has progressed far enough to show 
that this fund will be ample, even without 
allowing any return from sale of the Provi- 
dence plant and equipment. 


American Malt.—PLAN TO COMBINE 
Amer. Malt Cor. and its sub-Co. Amer. Malt- 
ing, has been disapproved by N. J. Public Util- 
ity Commissioners, on the ground that it 
would be violation of anti-trust laws of 
1913, and that assets of the 2 Cos. do not 
justify the proposed capitalization of $15,- 
000,000. Malt Cor. owns 98% of Malting 
Co. shares. 


American Radiator. — ANNUAL RE- 
PORT for yr. ended Jan. 31 showed 26% 
earned on $7,441,500 common stock against 
22% earned on $6,765,000 stock prev. yr. 
Profit and loss surplus $6,704,000. 


American Smelting & Refining —GOV- 
ERNMENT SUIT will be filed only after 
attorney-general has decided that there are 
grounds for suit, after Co. has been given 
ample opportunity to comply with govern- 
ment requirements, and has refused to do 
so. It is migee that suit may be found un- 
necessary. exican operations now about 
35% of capacity. Reduction in the price of 
lead by Co. to 4 cents a Ib. was a surprise. 


American Steel Foundries.—PRES. LA- 
MONT says: “At no time during 1913 did 
plants operate at capacity. Orders on hand 
at beginning of yr. were large .but business 
declined and at end of yr. operations were 
less than 50% of capacity. Most of busi- 
ness comes directly or indirectly from RRs., 
and their purchases are much below nor- 
mal. Very little business in sight at pres- 
ent.” 


American Sugar Refining. — ANNUAL 
REPORT for 1913 showed only 1.9% 
earned on common. However in last 3 yrs. 
taken together Co. has earned 35% on stock 
or 14% more than total divs. In the sugar 
business 2 poor yrs. never come in suc- 
cession. Hence, improvement is looked for 
in 1914; but it will probably be 1915 before 
the industry F pe settled down to the new 
tariff. A 25% cut in raw sugar goes into 
effect Mar. 1, with further reductions until 
sugar goes on free list in 1916. Formerly 
Co. was strong enough to dominate the 




















market, but now prices are made by inde- 
pendents and Amer. Sugar controls less 
than 40% of output against 75% in 1902. 
It is believed that only Amer. Sugar and 
Arbuckle are strong enough to stand pres- 
ent conditions of operations. Two addi- 
tional suits under Sherman law have been 
filed against Co. in New Orleans, aggregat- 
ing $946,000. 


American Telephone.—SALE OF WEST- 
ERN UNION to N. Y. banking syndicate 
is understood to have been at a price below 
62. Co.’s 30% interest in W. U. U. stood 
on books at 75, making a loss of about $4,- 
200,000 on the investment. This will have 
to be charged off, but will not be burden- 
some as Amer. Tel. has surplus of over 
$100,000,000. Director says: “Government 
ownership does not alarm me. Property 
on appraisal basis is worth more than cur- 
rent price of stock. If government should 
ever buy the telephone it would be on prop- 
erty basis and at figures which would make 
current prices look cheap.” 


American Woolen.—OPERATING DEF- 
ICIT was recorded for yr. 1913 for first 
time in history of Co., amounting to $1,- 
179,000, including $502,000 depreciation. 
Strikes, tariff agitation and final reduction 
of tariff operated against earnings. Pfd. 
divs. were paid out of surplus, resulting in 
a drop of $4,000,000 in that item to $8,035,- 
000. Working capital has fallen from $34,- 
233,000 in 1909, to $23,080,000 in 1913. Co. 
has not yet been able to test out the new 
tariff. Coming season will furnish real 
measure of earning power. 


Atchison, Topeka & Santa Fe——POOR 
EARNINGS up to Dec. resulted in part 
from small corn crop and floods in Texas, 
but since Dec. they reflect poor general 
business conditions. Operating expenses 
have been curtailed, but largely at the ex- 
pense of maintenance. Liberal expendi- 
tures on upkeep for several yrs. undoubted- 
ly warrant such a course. Cost of conduct- 
ing transportation has not been reduced as 
much as the decline in gross earnings. 


Atlantic Coast Line FURTHER BOND 
ISSUES under the $200,000,000 mtge. cre- 
ated in 1909 at 4% int., are not probable as 
prevailing price of 93 on the $9,667,000 
bonds already issued makes it inadvisable 
to issue more owing to the heavy discount 
which would have to be written off. Di- 
rectors have voted to call meeting of stock- 
holders Apr. 1 to create new mtge. of $200,- 
000,000, at varying int. rates. 


Atlantic, Gulf & West Indies —ADDI- 
TIONS TO FLEET this yr. will cost over 
$1,700,000, comprising 2 new steamers for 
Mallory line, and radical repairs and addi- 
tions to 2 other steamers. This work is 
being self-financed, entailing the creation 
of no new securities in hands of public. 
Operating Cos. have already charged 
om 1913 income a large part of this 
cos 
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Baldwin Locomotive. — ANNUAL RE- 
PORT FOR 1913 showed 13.1% earned on 
common stock against 11.5% in 1912. Profit 
and loss surplus now $4,887,000. Volume of 
orders Jan. 1 was small, but early improve- 
ment is hoped for. 


Baltimore & Ohio.—_CUTTING DOWN 


MAINTENANCE is now going on. For 
Jan. per cent. of maintenance to gross earn- 
ings was 27.9% against 32% in Jan., 1913, 
and for 7 mos. 29.5% against 31.1% in 1913. 
Spring earnings will compare with a period 
last yr. when Co. was charging flood losses 
into operating expenses, so that net earn- 
ings this spring may perhaps be better than 
last. Whether Co. will earn its 6% div. this 
fiscal yr. cannot yet be stated. 


Bethlehem Steel—TRANSPORTATION 
OF ORE from Chile to U. S. has been con- 
tracted for in England for period of 20 yrs. 
Special fleet of steamers will be built by 
English interests. Contracts for several 
have already been let. The ore will be 
brought to N. Y. harbor, arrangements hav- 
ing been made with Lehigh Valley for con- 
struction and equipment of docks. No basis 
for rumors that pfd. stock would be placed 
on 7% basis. Schwab will continue policy 
of using surplus for construction purposes. 
Earnings for 1913 were 27.4% on common, 
against 6.9% in 1912. Orders booked dur- 
ing 1913 were $39,935,000, against $47,030,- 
000 in 1912; on hand, $24,865,000, against 
$29,282,000. 


Boston & Albany.—_-TERMINATION OF 
AGREEMENT between New Haven and N. 
Y. Central to share financial results from 
operation of B. A. took place Jan. 31. 
During the 31 mos. that agreement lasted 
road showed deficit of $431,000. New Ha- 
ven has never paid N. Y. Central any part 
of its half of this deficit. Negotiations are 
now on to adjust the matter. (Controlled 
by N. Y. Central.) 


Boston & Maine.—CO.’S CONDITION is 
precarious and receivership is entirely pos- 
sible. Co. is now over $1,000,000 short of 
earning fixed charges, and wages are taking 
60% of gross. On Je. 3 $27,000,000 floating 
indebtedness will be due, against which road 
has salable assets of about $20,000,000 par 
in stocks of sub-Cos., including $16,000,000 
Maine Central. Financial salvation depends 
on finding a market for this stock. s an 
alternative to being made president, Harry 
I. Miller, until recently receiver of Buffalo 
& Susquehanna, has been familiarizing him- 
self with B. & M. with a view to possible 
appointment as receiver. 


California Petroleum.— EARNINGS for 
1913 were 1.95% on the common stock. Def- 
icit after com. divs. was $80,584; $273,180 
was charged off to exhaustion of oil de- 
posits. 

Canadian Northern.—GRADES on this line, 
the third transcontinental across Canada, 
which will be finished this P he will be the 
lowest of any line to the Pacific. As fin- 
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ished road will be 10,000 miles, of which 
9,000 are now built. About 600 miles 
through the Rockies cost $65,000 per mile. 
Un. Pac. crosses the Rockies at height of 
a ft. with grade of 126 ft. to the mile. 
or. Pac. at height of 7,000 ft. with same 
des. Gr. Nor. 6,000 ft., same grade. St. 
aul & Puget Sound, height of 7,000 ft., 
maximum grade 90 ft. to the mile. Cana- 
dian Pac. main line, 5,000 ft. alt., grade 126 
ft.; Crow’s Nest Pass line, alt. 4,000 ft., 
de 2%. But both Grand Trunk Pac. and 
anadian Nor. cross at height of only 3,700 
ft. and maximum grade of only 21 ft. to the 
mile. One locomotive on Canadian Nor. 
will haul 2,500 tons from Seattle or Van- 
couver to the Great Lakes. On the Amer. 
lines one locomotive can haul only 500 tons, 
except by additional power over the 3 moun- 
tain ranges. Grain on Canadian Nor. will 
run down the west slope of the Rockies 600 
miles to the Pacific without an adverse 
grade. 





Case (J. I.) Machine—ANNUAL RE- 
PORT FOR 1913 showed balance of 5% 
on common stock after 7% divs on pfd. 
This aoeaperes with 17% earned on com- 
mon in 1912. 


Central Leather.— ANNUAL REPORT 
for 1913 showed 5.2% earned on common 
against 8.6% in 1912. Excess of current as- 
sets over. liabilities was $17,098,000 against 
$14,130,000 prev. yr., and $9,000,000 at end 
of 1910. This increase of $8,000,000 in 3 
yrs. amounts to $24 per share on pfd. stock. 
Co. was affected by unsatisfactory trade 
conditions in leather and lumber industries 
during the yr. 


Chesa e & Ohio.—BOND ISSUE of 
$33,000, 5 yr. 5% sold to Kuhn, Loeb & 
Co. at 96 less commission. Under agree- 
ment of sale Co. must in the 5 yrs. spend 
$17,000,000 for improvements out of earn- 
ings before divs. can be paid. In order to 
continue 4% divs. Co. will have to earn as 
follows: 1915, 7.2%; 1916, 8.7%; and for 
each of next 3 yrs. 10.4%. Pres. Stevens 
says that Co. will earn 7% in current fiscal 
yr. July 1 next, Hocking Valley expects 
to begin construction of extension south 
from Columbus to connect with C. & O. 
main line at Portsmouth, Ohio, about 90 
miles. This work will take 2 yrs. and will 
be financed separately. Expected that C. & 
O. will derive enough coal tonnage from this 
connection to more than warrant the ex- 
penditure. With improvement in the money 
market Co. expects to sell and retire the 
000,000 notes and thus be relieved of the 
agreement. Mr. Stevens added, however, 
that irrespective of this agreement Co. 
would spend that much for betterments 
any way. 

, Milwaukee & St. Paul.—COM- 
MERCE COMMISSION sharply criticizes 
Co.’s methods of accounting by which the 
yr. 1910 was made to show more than ac- 
tual earnings for that yr. Co. may be in 
the market to sell $20,000,000 bonds this 
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Expenditures for improvements are 
liberal and margin over current div. rate is 
narrow. Double track Chicago to Manila, 
Iowa, 427 miles, will be in operation July 1 
and will be extended to Council Bluffs as 


spring. 


soon as possible. When completed will rep- 
resent $20,000,000. Work of extending sec- 
ond track west from Green Island, Iowa, was 
begun Apr., 1912. 


Chicago & Northwestern. — EARNINGS 
for current fiscal yr. will probably be above 
9.5% on common stock. Operating results 
last half of 1913 compare favorably with 
other roads in northwestern territory. 
Charges to maintenance have been relative- 
ly heavy and there has been an increase in 
taxes. 


Consolidated Gas—N. Y. EDISON earn- 
ings fell off in 1914 after continued increase 
in prev. yrs. This was due in part to dull- 
ness of general business, and in part to 
transfer of new business to United Electric 
Light & Power Co., as result of the building 
of new generating stations for the latter on 
the Harlem river. Total gain in sales by 
Con. Gas electrical dept. in 1914 was about 
7%, against increase of 12% prev. yr. 


Corn Products Refining —ANNUAL RE- 
PORT FOR 1913 showed 7.7% earned on 
pfd. before deducting $621,000 sinking fund 
requirements. This compared with 5.7% 
earned in 10 mos. of prev. yr. Earnings 
o- commen after pfd. divs. were 1.6% in 


Crex Carpet—ANNUAL REPORT FOR 
1913 showed surplus for stock of 10% 
against 11.8% in 1912, 10.3% in 1911, 10.1% in 
1910, 8.4% in 1909 and 4.7% in 1908. Cur- 
rent divs. 6%. Net profits were 14% less 
than in 1912. 


Crucible Steel. — CURRENT OPERA- 
TION is about 88% capacity and returns for 
6 mos. compare favorably with prev. yr. Co. 
has not been badly affected by trade depres- 
sion. Pfd. stock has paid 7% for over 3 
yrs. but there are 16% back divs. still ow- 
ing on it. 


Delaware, Lackawanna & Western.—AN- 
NUAL REPORT shows earnings of 38.4% 
in 1913 against 39% in 1912. After payment 
of 20% divs. and additions and betterments 
of $1,800,000, Co. had surplus of 12% on 
stock against 13.3% in 1912. 


Distillers Securities —-NEW POLICY has 
resulted in sale of accumulated production 
of prev. yrs. and also 75% of 1914 output, 
reducing floating debt by $4,000,000. Co. is 
in better shape to meet competition than 
ever before, having reduced expenses $400,000 
yrly., over 30% of reduction being in N. Y 
executive offices. 


Erie—SALE OF NOTES, $13,500,000 3 
yr. 6% is announced by J. P. Morgan & Co. 
to provide for notes maturing Apr. 8 next 
and miscellaneous bank loans. These notes 
were heavily over-subscribed. They are 
callable at 102 after 1 yr. 

















General Chemical—ANNUAL REPORT 
shows 19.2% earned on common in 1913 after 
divs. on pfd., but before charging off $661,- 


000 for maintenance, reserves, etc. Com- 
mon received a stock div. of 5% in Feb. 
out of 1913 profits, and extra cash div. of 
5%. Regular rate on common 6% yrly. 
Stock divs. of 10% in 1910 and 5% in 1912 
also. Chairman Nichols says: “This is a 
time for renewed concentration upon econo- 
mies in production rather than on increase 
of output. Plants were never so well 
equipped to take advantage of any improve- 
ment in business.” 


General Electric—ORDERS not within 

% of a year ago, with little promise for 
improvement. Competition iskeen. Forces 
have not been reduced, but hours have been 
shortened. Plants are running at about 
80% of capacity. 


General Motors—POLICY OF MAN- 
AGEMENT is to pay no divs. until notes 
mature in 1915. Current business indicates 
close to $9,000,000 net this yr. or a balance 
of nearly 45% on common stock. Rise in 
price of stock has been a belated recogni- 
tion of facts which last two annual state- 
ments brought out clearly. Up to middle 
of Feb. Co. had made nearly 33,000 cars. 
Cash on hand about $5,500,000, or $2,000,000 


more than a yr. ago. 


Goodrich (B. F.}—ANNUAL REPORT 
shows net profit of only $2,599,000 for 1913, 
less than 1% on common stock after pfd. 
divs. Pres. Work says: “Yr. 1913 was crit- 
ical one. At beginning of yr. rubber was 
over $1 a lb. At end 55 cents. Our opera- 
tions require large stocks of both crude 
and manufactured rubber, so that the de- 
clining market seriously reduced margin of 
profit. Unsettled labor conditions and a 
general decline in business of all sorts 
caused a decline in volume of orders. 
Through unification of Goodrich and Dia- 
mond plants, which adjoin one another, Co. 
is in peculiarly fortunate position to meet 
new conditions.” 


Goodyear Rubber—SALE OF STOCK, 
$2,000,000 pfd., and $2,000,000 common, was 
approved by stockholders at meeting Mar. 
3. Practically the whole offering has al- 
ready been subscribed. Capital stock is not 
increased as the stock was in the treasury. 


Great Northern—NEW STOCK ISSUE 
of $19,000,000 has been authorized by di- 
rectors, subject to ratification of stock- 
holders. Proceeds would be usea for ac- 
quisition of lines, extensions, telegraph and 
telephone lines, terminal properties, etc. 
Holders of record Mar. 26 would have right 
to subscribe at par in proportion of $8 par 
value of new stock for each share held. 
Co. has outstanding $231,000,000. New 
stock would not share in profits of present 
fiscal yr. as certificates would not be is- 
sued until Nov. 14. 


enheim oration. — DIV. IN- 
cREsee from ite to 14%. Co.’s quick 
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assets are over $14 a share. Purpose of 
this large working capital has never been 
explained. Money is loaned to allied Cos. 
at an interest yield of about 6%. Earnings 
on Exploration stock should be about 18% 
this year. Co. carries all investments at 
cost and still shows a surplus of $24,811,000, 
in addition to quick assets of $11,537,000. 


Illinois Central. — INCREASED EARN- 
INGS, both gross and net, have been shown 
in every month of current fiscal yr. The 
former 7% div. is now being earned. 


U. S. Industrial Alcohol—_ANNUAL RE- 
PORT for 1913 shows 19% on common 
against 5% in 1912. Pres. Harrison says: 
“In some departments, due to abnormal 
trade conditions, lower prices prevail. 
Volume of business, however, has been sat- 
istactory and use of our product in new 
fields indicates substantial future expansion.” 
(Controlled by Distiilers Securities.) 


Interborough Rapid Transit. — FEB. 
TRAFFIC showed gain of $5,200 per day, 
about evenly divided between supway and 
elevated. This was due in part to tying up 
of surface lines by snow. 


International Agricultural Chemical, — 
LACK OF WORKING CAPITAL is a seri- 
ous feature in Co.’s position. It is difficult 
to increase this, with Co.’s credit under- 
mined by past mismanagement. Co.'s first 
task has been to get a good management; 
second, to demonstrate earning capacity; 
third, will be restoration of credit, and 
fourth the acquisition of a much larger 
working capital. 


International Harvester—CO. DENIES 
NEGOTIATIONS with Department of 
Justice for settlement of government suit. 
Official says: “Case presents a condition 
like no other trust case, since no victim of 
any kind, competitor, dealer or farmer, was 
produced, but direct benefits to them were 
proves. It will be of great value to the 

usiness of the country to know whether 
volume of business is a restraint of 
trade.” 


International Paper. — ANNUAL RE- 
PORT FOR 1913 showed net of $2,984,000 
against $3,238,000 prev. yr. Surplus for 
divs. was 4.4% on pfd. stock against 5.3% 
in 1912 and current divs. of 2%. Tariff 
legislation and spring floods are given as 
responsible for a reduction. 


Kansas City, Mexico & Orient—REOR- 
GANIZATION PLANS provide that holder 
of each first mtge. bond shall receive in ex- 
charge $800 in new 5% adjustment or in- 
come bonds, and $200 in common stock of 
new Co. with privilege to subscribe to $280 
new first lien 5% bonds at 90; pfd. stock 
will be assessed $18 for which holder will 
get $24 in adjustment bonds and $120 in 
new common stock; old common stock will 
be assessed $12 for which $16 in adjust- 
ment bonds and 80% in new common will 
be given. New Co. will thus raise about 
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$10,000,000. Understood plan has been un- 
derwritten by English interests. 


e (S. S.).—ANNUAL REPORT for 
1913 shows increase in nimber of stores 
from 85 to 101. Nevertheless economies in 
management enabled net earnings to grow 
in proportion with gross, in spite of new 
overhead charges from new stores. Sales 
increased 28.4% over 1912; net earnings in- 
creased 30%. 


Lackawanna Steel. — ANNUAL RE- 
PORT FOR 1913 shows 8.7% on stock 
against 2.9% in 1912, During Ist 9 mos. 
lants were operated at nearly full capacity, 
but in last 3 mos. both orders and prices 
declined so that total shipments were only 
slightly ahead of 1912. Orders on hand are 
now low and operations so far this yr. have 
been less than 50% capacity. Pres. Clarke 
says that little improvement can be ex- 
pected until railroads are able to purchase 
more freely. 


Lehigh Coal & Navigation—FOR YR. 
1913 net income was 8.9% on the stock, 
against 8.6% in 1912. Sales of coal slight- 
ly less than 1912 owing to general business 
dullness. 


Lehigh Valley.— DECREASED EARN- 
INGS during early winter were due to mild 
weather and small movement of anthracite, 
but revenues from general freight have 
shown a similar falling off recently. A bet- 
ter grip on costs may be expected in com- 
ing months, Only the most necessary im- 
provement work is being done. 


Liggett & Myers—EXTRA DIV. of 4% 
on common declared payable Apr. 1. Spe- 
cial meeting will be called to authorize 7 
376,000 additional 7% pfd. stock. Stock- 
holders will have right of subscribing to 
new stock in cash at par, 1 share new pfd. 
for each 5 shares of old, pfd. or common. 


Loose-Wiles Biscuit.— ANNUAL RE- 
PORT FOR 1913 showed net income of 
tre after depreciation, etc. From this 
175,000 was appropriated for special pub- 
licity, $350,000 was paid in divs. on Ist pfd. 
stock, $140,000 divs. on 2nd pfd. and $111,- 
000 carried to surplus acct. 


Louisville & Nashville.—SIX MOS. 
EARNINGS to Jan. 1 showed 6.9% on stock 
against 8.8% on smaller outstanding stock 
in 1912. Reduction in passenger fares in 
Ky., Tenn. and Ala., will cost Co. about 


$900,000 a year. 


Mackay Companies. — ANNUAL RE- 
PORT shows the usual income for stock 
of holding Co., but sheds no light on earn- 
ings of sub-Cos. The Postal has extended 
into new sections of Mo., Okla. and N. 
Dak. Commercial Cable has renewed parts 
of its 3 cables. The $12,000,000 realized 4 
yrs. ago from sale of Amer. Tel. & Tel. 
stock is still held in cash and securities, 
ready for emergencies and extensions. 
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Missouri, Kansas & Texas.—EARNINGS 
first half of fiscal yr., covered full yr.’s pfd. 
div. almost twice over, but net fell off 
sharply compared with 1912. There was 
an increase of $949,000 in operating ex- 
penses, of which $430,000 went into main- 
tenance. If net earnings present fiscal yr. 
equal 1913, effective control will have to be 
kept over operating expenses. 


Missouri Pacific—GEO. J. GOULD has 
authorized statement that whatever money 
Co. might need to pay assessment on its 
$13,000,000 Wabash common and pfd., would 
be furnished by the Gould family. Direc- 
tor declares that plans for taking up $25,- 
000,000 notes maturing in June contemplate 
exchange for 6% bonds of St. L., I. M. & S. 


National Biscuit.—Competition with Co. 
is greater today than ever before, but the 
field is large and there appears to be busi- 
ness for all. Last summer Co. made new 
high record of sales and ran continuously at 
full capacity. New Manhattan Island plant 
including equipment will cost $2,000,000, 
making total of over $4,000,000 expended on 
enlargements in 3 yrs. without issue of any 
securities. 


New York Air Brake —ANNUAL RE- 
PORT FOR 1913 shows gross sales of 
$3,244,000 and costs $2,104,000, the largest 
margin of profit ever shown. Balance for 
div. was 6.5% on stock against 5.7% in 
1912, 0.5% in 1911, 4.5% in 1910, 2.7% in 1909 
and 2.4% in 1908. Pres. Starbuck says: 
“The yr. 1913 has expired and it is believed 
acute depression has gone with it.” 


New York Central—RUMORS OF DIV. 
REDUCTION were set at rest by declara- 
tion of usual divs. For yr. 1914 net earn- 
ings of all N. Y. Central lines combined 
showed a decrease of $12,000,000, but most 
of this did not directly affect div. position 
of stock. Decrease of $4,200,000 was on the 
Big Four, largely owing to floods, but no 
part of this decrease appears in the income 
acct. of N. Y. Central, which controls Big 
Four through the Lake Shore, and the lat- 
ter’s interest in Big Four is confined to the 
common which has not paid divs. since 
1910. Lake Shore earnings decreased $3,- 
600,000, but divs. paid by Lake Shore to N. 
Y. Central were 18%, same as 1912. N. Y. 
Central’s equity in undivided earnings of 
controlled lines is greatly reduced, but even 
including equities Co.’s earning power on 
stock is about 7%. 


New York, New Haven & Hartford— 
ULTIMATUM OF DIRECTORS sent to 
attorney-general says they will agree to 
allow trustees opportunity to sell B. & M. 
controlling stock at fair prices within 2% 
yrs., or earlier if possible. If break in ne- 
gotiations with government should occur, 
B. & M. might be thrown on the protection 
of the courts, and many feel that a receiver- 
ship would now really be a favorable de- 
velopment. New Haven gross earnings Ist 























2 mos. ef 1914 decreased about $700,000 
from prev. yr. 


Norfolk & Western—SURPLUS FOR 
DIVS. Ist half of current fiscal yr. was 
4.8% on common stock, according to official 
figures. Indications are for about 944% for 
full fiscal yr. Gossip that div. rate would 
be advanced from 6% to 7% is stated on 
high authority to be unfounded. Co. has no 
substantial construction program now on 
hand and does not expect to enter the 
money market for some time. 


North American. — RUMORS OF 
CHANGE OF CONTROL are denied by 
officials. They say the advance in price of 
stock is due to good showing for 1913— 
probably between 8% and 9% against 7.2% 
in 1912. 


Northern Pacific—REFUNDING of $10,- 
000,000 notes, maturing next Jly., has not 
been decided upon. Co. still has consid- 
erable blocks of bonds in its treasury. 


Pacific Telephone & Telegraph. — AN- 
NUAL REPORT shows surplus for com- 
mon of 1.9% against 0.7% in 1912. 


Pennsylvania Railroad—ANNUAL RE- 
PORT FOR 1913 showed an increase of al- 
most $10,000,000 over 1912 and the largest 
ever handled. Net earnings were $1,510,000 
less than 1912 and were less than 1909, 1907, 
1906, or 1905. Operating expenses in- 
creased 9% over 1912. Increases were as 
follows: maintenance of way, $3,014,000; 
senement, $2,764,000; traffic expense, $301,- 

; transportation expense, $5,047,000. 
The increase in maintenance looks out of 
proportion to the growth of business, but 
Pres. Rea points out that cost of renewals 
and general work is now much higher than 
a few yrs. ago, and that the high standard 
of safety now demanded by the public re- 
quires additional cost for signals, policing 
of tracks, etc. Increased cost of conduct- 
ing transportation was in part due to the 
award of higher pay to engine-men, train- 
men and conductors, and the enactment of 
the full train crew law in 3 of the states 
where Co. operates. Train mile earnings, 
however, increased to $3.01 against $2.93 in 
1912; $2.77 in 1911 and $2.77 in 1910. Earn- 
ings on the stock were 8.4% against 9.3% 
in 1912. Current assets at end of yr. ex- 
ceeded current liabilities by $26,000,000 and 
cash on hand was over $30,000,000. 

Directors of Penn. are a unit in desiring 
the question of ownership of Norfolk & 
Western settled by the Supreme Court. 
They believe that it is not a parallel and 
competing line under the Sherman Act. 
About 25 local and through passenger trains 
of Penn., east and west of Pittsburgh, have 
been taken off. Inference is that they were 


not paying. 

People’s Gas Light & Coke.—EARN- 
INGS FOR 1913 were 10.9% on stock be- 
fore depreciation and 7.5% after. Gross 
and net were largest in history and operat- 
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ing ratio was reduced from 62.7% in 1912 
to 61.9% in 1913. Co. is about to build a 
new coal gas plant costing when completed 


, , 


Pittsburgh Coal.— ANNUAL REPORT 
shows balance for divs. of 10.1% on pfd. 
stock against 7.5% in 1912. The Directors 
state that debts and necessity of improve- 
ments have deferred adjustment of div. ar- 
rears on pfd., which was 40.58% Dec. 31. 


Pressed Steel Car—ANNUAL REPORT 
shows for 1913 a surplus of 10.5% on com- 
mon stock against 0.7% in 1912. Pres. 
Hoffstot says: “The output first 3 mos. of 
1913 was restricted by insufficient raw ma- 
terials, but plants operated at capacity last 
9 mos. Co. carries into 1914 quite a little 
less business than prev. yr. If railroads get 
increase in freight rates Co.’s business will 
be given quite an impetus, as there have 
been less than 100,000 freight cars pur- 
chased during 1913 and it has been many 
yrs. since the full estimated yrly. require- 
ments (over 250,000 cars) have been pur- 
chased. It is well known that large numbers 
of freight cars are in bad order and the 
roads by reason of slackening of trade and 
smaller earnings have not ordered these 
cars repaired. Co.’s business was handled 
at lower cost and closer margin of profit 
than ever before. 


Railway Steel-Spring EARNINGS FOR 
1913 were only 14% on common stock 
against 534% in 1912. Co. is among the 
first to feel a depression as well as first to 
feel a resumption in business. Charges for 
depreciation were $250,000 or about $100,000 
less than in 1912. It is doubtful if Directors 
declare any div. on the common stock this 
yr. Last yr. 2% was paid. Charles Miller, 
who recently resigned from Board of Di- 
rectors, says divs. should be paid, as Co. 
has in treasury after paying all floating lia- 
bilities, interest on bonds, and reserved div. 
on pfd. stock, cash $1,368,000 and surplus 
fund of $4,525,000, which would pay a 7% 
div. on pfd. for 5 yrs. to come if Co. did 
not earn another dollar. 


Reading COAL TRAFFIC has fallen 
off sharply, losing 20% in 7 mos. of fiscal 
year. compared with prev. yr. This ac- 
counts in large part for the big decrease in 
net earnings of both railway and coal Cos. 
Anthracite tonnage for February fell off 
36%, which compares with 35% for Lehigh, 
26% for Jersey Central, 25% for Lacka- 
wanna, 22% for Delaware & Hudson and 
20% for Erie. This was in spite of cold 
weather, which did not appear to stimulate 
activity until near the end of the month. 


ery Iron & Steel—GROSS PROF- 
ITS FOR 1913 were largest on record and 


12.4% was earned on pfd. stock against 
8.9% in 1912. Expenditures on repairs and 
maintenance, depreciation and renewals and 
set aside for exhaustion of minerals was 


$2,500,000, largest on record and $1,000,000 
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more than in 190°. Westies agus de- 
creased during 1913 from $13,875, to $11,- 
155,000, owing to expendicuze from this fund 
for improvements rein Bo of $1,844,000 
and avoropriation ot $1,500,000 ‘or payment 
of ccllateral notes, thus reducing funded 
debt by taat amount. 


Rock Island.—READJUSTMENT OF 
SECURITIES of Co. have progressed further 
by the formation of a protective committee for 
holders of collateral trust 4% bonds of C. R. 
I. & P. Railroad Co. Deposit agreement for 

fd. and common stock of Rock Island Co. 
as been lodged with committee’s deposi- 
tary, Bankers Trust Co. 


Rumely (M.).—NOTE EXTENSION is 
still unsettled. It is understood that 85% 
of the holders have agreed to the 3 yr. ex- 
tension, and that the outlook is favorable. 
The notes are so worded that the Co. has 
a leeway of 10 days or more after payment 
of interest is due and it is hoped that the 
remainder of the notes will be deposited so 
that the extension may become operative. 


Seaboard Air Line—LIBERAL MAIN- 
TENANCE was a feature of 1913—$981 per 
mile on way against $641 in 1912 and $1,086 on 
opromas against $679 in 1912. Over $5,500,000 
of earrings was put back into the property. 
Altho most railroads were showing declines 
in earnings, each mo. showed a substantial 
gain for Seaboard. Co. appears to be in posi- 
tion to keep up present divs. on pfd. stock. 


Sears Roebuck & Co.—(See special article 
in this issue.) 


Southern Pacific—LIBERAL MAINTE- 
NANCE has been a feature for 10 years. 
During this time gross per mile has in- 
creased 25% and surplus over charges has 

ined 150%. Co. has added largely to cap- 
italization, but earnings per share have more 
than doubled. If Co. had been content to 
allow for maintenance, the average amounts 
of other systems in similar territory, its 
earnings of 9.8% on stock would have been 
over 12%. Co. has built up out of earnings 
a plant of unusually high efficiency. 


Southern Railway.—SALE OF NOTES, 
$10,000,000, 3 yr., taken by J. P. Morgan & 
Co., is to complete plans for improvements 
and betterments which were included in the 
general scheme at the time the development 
and general mtge. was created in 1906. The 
particular improvements now are additional 
and enlarged shops, yards, and other freight 
terminals needed for economical operation, 
to secure competitive traffic and to take care 
of loce. business. Co. has also arranged to 
finance through a 10 yr. equipment trust, 
additional modern rolling stock, largely of 
steel construction, costing over $5,000,000. 


Studebaker.—ANNUAL REPORT shows 
3.6% on common stock for 1913, against 
6% in 1912 and 3.7% in 1911. 

Third Avenue—DIRECT SALE OF 
BONDS to the _— was a success, nettin 
83.04 for $4,000,000 4%. There were 51 bid- 
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ders and total subscriptions of $18,872,000. 
Pres. Whitridge says: “We got a better 
price than we could have obtained from 
underwriters.” 


Texas Co.—INCREASED DIV. of 2u%% 
p nig payable Mar. 31, prev. quarterly 
ivs. having been 14% in Dec. and 14% 
in June, 1913. 


Underwood Typewriter—ANNUAL RE- 
PORT showed earnings for 1913 of 15.6% 
against 16.3% in 1912, with largest working 
capital and profit and loss surplus since 
incorporation. Branch offices in U. S. now 
number 173 against 126 in 1912. 


Union Pacific—EQUITABLE LIFE suit 
against Co. to prevent extra distribution to 
common stockholders is based on the con- 
tention that securities and money to be dis- 
tributed really consist of capital assets or 
accretions of capital, rather than earnings, 
and that pfd. stock is entitled to share in 
the distribution. The complaint recites his- 
tory of Co.’s financing in full and argues 
that the B. & O. stock constitutes a capital 
asset and forms part of Co.’s properties. 


Union Switch & Signal—STOCK DIV. 
of 334%% declared on both pfd. and common 
stocks, payable Apr. 20 to stock of record 
Mar. 31. Also regular quarterly divs. In 
age A earned 36% on stock against 20.3% 
in : 


United Dry Goods.—SIX MOS. EARN- 
INGS ended Jan. 15 were at rate of 10% 
yrly. on stock against 8% divs. These earn- 
ings were the best of any 6 mos. period for 

yrs. 


United Fruit—MEDICAL DEPART- 
MENT is a little known feature of Co.’s 
work. It looks after the health of 65,000 
employees, and their dependents, represent- 
ing an investment of $450,000 in tropical 
hospitals and expenditure last yr. of $354,- 

in medical supervision, hospital treat- 
ments, etc. Over 90,000 cases were treated 
in 8 tropical countries and on board the 
Co.’s 90 steamers. Net earnings of Co. for 
5 mos. were $225,000 over last yr. In 1913 
Co. produced 38% of American tropical- 
grown bananas on its own plantations. 


United States Rubber—ANNUAL RE- 
PORT covers 9 mos., Apr. 1 to Dec. 31, and 
with additional 3 mos. operations, Jan. 1 to 
Mar. 31, 1913, in case of certain sub-Cos. 
Fiscal yr. will hereafter correspond with 
calendar yr. Volume of sales in 1913 was 
at rate of between $105,000,000 and $110,- 

000, a considerable increase over 1912. 
Continued ability of Co. to earn about $2,- 
000,000 yrly. above divs. is interpreted as 
evidence that 6% divs. on common stock is 
reasonably safe. Co. now holds all but 10% 
of the pfd. and common stocks of Canadian 
Consolidated Rubber, with gross earnings 
between $8,000,000 and $10,000,000 yrly. 


United States Smelting —PROFITS FOR 
1913 were 10.5% on common stock, after 
depreciation and improvements of less than 














$1,000,000 against $1,265,000 in 1912. Co. has 
been fortunate in avoiding complications 
with the warring factions in Mexico and 
has so far not been interfered with. 


United States Steel—UNFILLED OR- 
DERS increased 412,000 tons during Feb., 
which was decidedly better than had been 
expected in trade surplus. Stormy weather 
had to some extent interfered with ship- 
ments. Co. entered Mar. with more business 
under contract than at any time since last 
Sept. A number of large rail orders have 
been placed recently, but in general new 
business continues moderate. 


Wabash.—_ REORGANIZATION presents 
many problems. Present management has 
not been able to decrease excessively high 
costs of transportation nor has it apparently 
obtained any great advantage from expendi- 
tures of nearly $12,000,000 in betterments 
during past 2 yrs. For 6 mos. ended Dec. 
31, expenses and taxes absorbed 78.2% of 
gross. Fixed charges are increased by 
rentals of equipment at annual rate of $1,- 
160,000, showing either a painful shortage 
or that equipment is not efficiently handled. 

Western Electric—SALES IN 1913 were 
$78,000,000, a gain of 9% over 1912. 

Western Union—DIV. INCREASED to 
4% basis. About $30,000,000 W. U. stock 
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previously held by Amer. Tel. & Tel. has 
been offered to stockholders at $63 a share. 
Expected that W. U. stockholders will take 
the entire amount, as it now shows income 
returns close to 6%4%. 


Westinghouse Electric—YR.’S EARN- 
INGS TO MAR. 31 will show between 9% 
and 10% against 8% prev. yr. This yr. will 
probably complete Co.’s charge-offs against 
its foreign investments, which will then be 
carried on books at conservative figures. 
Fully 30% of gross business now represents 
supply orders for small types of electrical 
apparatus. 


Woolworth (F. W.).—ANNUAL RE- 
PORT for 1913 showed 9.7% margin of 
profit, against 8.9% in 1912 and 9.5% in 1911. 
Working capital was $12,743,000 against 
$11,387,000 at end of 1912. Net tangible 
assets behind the pfd. stock were $19,292,- 
000 against $17,179,000 in 1912. During the 
yr. $420,000 par of pfd. stock was retired at 
an average cost of $113 per share. The 
common stock represents only $9.50 of 
tangible assets per share, but is earning 
10.8% and paying 6% in divs. This Co. is 
proof against business depression, as its 
sales at such a time increase rather than 
decrease. During 1913 56 new stores were 
opened, making the total 687. 








Mining Stocks 








This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Amalgamated-Anaconda.—Proposed legis- 
lation prohibiting holding Cos., reports are 
that Amal. Co. would distribute Anaconda 
holdings of 3,132,500 shares. It is officially 
stated that Amal. has no such intention, no 
plan having been considered. Anaconda is 
paying $3 a share annually, and Amalga- 
mated is receiving $9,397,500 in divs. Amal. 
pays $6 a share, or $9,000,000 annually. It 
is estimated that Anaconda’s earnings in 
1913 did not cover div. requirements, and 
that a deficit of $1,000,000 or more will be 
reported. Anaconda’s yr. ended Dec. 31 
last, but statement will not be made public 
until early in the spring. 

The average price for copper last yr. is 
estimated at 15% cents, considerably lower 
than 1912, in ar Anaconda reported 
a surplus of $5,000,009, and average price so 


far this yr., while considerably lower, there 
has been no indications of a reduction in 
divs. Anaconda can utilize part of its sur- 
plus accumulation in 1912, to meet full div. 
requirements, 





Braden.—Co. produced in Feb. 2,362,000 
Ibs. blister copper, comparing as follows 
(000 omitted): 


1914 1913 1912 

i <ccodagesine 2,430 1,848 166 
WER. wit oh cudions 2,362 1,178 1,226 
de anaes’ 4,792 2,662 1,392 


Butte & Superior—On 5% cent spelter 
Co. is earning better than $130,000 per mo., 
with $400,000 cash in treasury, and no in- 
debtedness. Co. produced 10,422,047 Ibs. 
zine in concentrates in Feb. The recove 
was 89.81%, concentrates running 51.75%, 
the highest percentage Co. has yet reached. 


Calumet & Arizona.—Jan. output of 5,- 
974,000 Ibs. is, we believe, the largest single 
mo.’s production ever reported by this Co, 
and is beginning to get full benefit of recent 
additions and improvements at its smelter. 
This would mean a low cost of production 
and the continuance of such monthly figures, 
should mean annual earnings, with copper at 











500 
15 cents, in excess of $8 ‘og share. Cost in 
1912 being 7.02 per Ib. Co. declared a reg- 


i rterly div. of $1.25 per share, pay- 
5 ie ies d to stock of record Marc 
ese is now running very close to 
70,000,000 Ibs. of copper per annum, against 
about 50,000,000 Ibs. with the old plant. Al- 
though $5 divs. are now paid, any increase 
would not seem imminent in view of large 
payments Co. has ahead on account of new 
properties acquired. The “Cornelia,” for 
example, involves about $800,000. Notwith- 
standing interruptions to production in 1913 
on account of smelter construction Co. pro- 
duced 51,500,000 Ibs., a small decrease from 
1912, on ‘which we estimate net earnings of 
,100,000, equal to $6.50 per share against 
paid in divs. Co. earned $2,600,000 in 
excess of divs. in past two yrs. while the 
smelter cost nearly $3,000,000, of which 
about $1,700,000 was paid during 1913. 
Working capital which was $2,500,000 Dec. 
31, 1912, was probably reduced to $2,000,000 
at close of 1913. 


Calumet & Hecla.—Co. declared a quar- 
terly div. of $5 per share. Three mos. ago 
$6 was declared, a yr. ago $10. With pay- 
ment of this div. stockholders will have re- 
ceived $123,750,000 in divs. since formation 
of the Co. Div. is payable Mar. 20 to stock 
of record Feb. 24. ithin a short time Co. 
will make public its improved plans for re- 
treatment of its 40,000,000 tons of stamp mill 
tailings, which will provide for recovery of 
about 90% of all copper in the sands, at a 
profit of more than $1 per ton, which com- 
pares with estimated recoverable profit of 
35 to 50 cents. 


Chino.—Co. declared quarterly div. of 75 
cents, the same amount as for three preced- 
ing quarters. It calls for $645,500 and will 
make a total of $2,564,000 divided since it 
began paying divs. a yr. ago. There is 
reason to believe that a large block of it 
has been liquidated recently and that it has 
gone into very strong hands. 


Granby.—The directors have declared a 
regular quarterly div of $1. ay } agee Mar. 
16 to stock of record Feb. 


Goldfield Con.—Co. will pay div. of 30 
cents a share Apr. 30. The current div. calls 
for $1,067,744, making a total of $27,400,000 

aid to date. (jae. net profits were $164,914. 

reliminary official figures show 26,774 tons 
of $179,000 mined, with net earnings estimated 
at 


Greene-Cananea.—Co. in Feb. produced 
2,282,000 Ibs. of c opper, 98,001 ozs. of silver 
and 506 ozs. of gold 


Homestake.—Co.’s report for yr. ended 
Dec. 31, 1913, shows (000 omitted) : 
1913 1912. Changes 
Total inc...... $6,319 $6,790 Dec. $471 
Total disb..... 4,200 4,523 Dec. 322 
STDIUS co cccee 2,118* 2,267 Dec. 149 
BES ib <scheee 2,146 1,310 Inc. 835 
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a 27 957+ Inc. 985 
Prev. surp..... 1,455 498 Inc. 957 
Total Surp.... 1,428 1,455 Dec. 27 


*Equal to 8.43% earned on $25,116,000 
stock, against 10.38% on $21,840,000 prev. 
yr. +tSurplus. 


La Rose.—Production for Jan. 140,387 ozs. 
silver at a gross value of $79,298; sundry 
income, $4,053; total income, $83,451, less 
marketing, concentration and operating ex- 
penses, $53,135; net profits, $30,316. The 
surplus on Jan. 31 was made up as follows: 
Cash, $1,411,952; outstanding shipments and 
ore on hand, $186,847; total, $1,598,799, less 
ag liabilities, $34,468; balance, $1,564,- 


Miami.—Copper in concentrates produced 
by Co. in Jan. was 3,258,650 Ibs. At present 
production is 3,600 tons daily. An advance 
of 2,057 feet was made under ground last 
mo. 


Nipissing.—Regarding reports that direct- 
ors intend to drop the extra quarterly div. 
of 2%%, which has been paid since 1909, 
an official of Co. said: “As far as I know, 
there has been no discussion among the di- 
rectors, and I do not care to predict what 
action they will take at meeting. Earnings 
at present show slight decrease, compared 
with last yr., due to having run into ore 
bodies of lesser quality.” 


Ray Consol.—Co.’s report for Dec. quarter 
shows net profits of $744,018, of which $543,- 
951 was paid in divs. Average monthly 
production exceeded 5,000,000 Ibs., which 
compares with 4,123,000 Ibs. in first quarter 
of 1913. Average cost per lb. after smelter 
deductions, and applying earnings of the 
Ray & Gila Valley R. R. as a credit to op- 
erations, was 9.9801 cents. Average cost for 
yr., 9.8087 cents. Earnings are based upon 
14.831 cents per lb. Total copper on hand 
and in transit (sold and unsold) at close 
of the quarter was 20,413,373 Ibs., the unsold 
portion of which is inventoried at 14 cents 
per lb. The third quarterly div. was paid 
Dec. 31, amounting to $543,951, making div. 
disbursements for 1913 $1,631,504. 


Shannon.—Co.’s report for quarter ended 
Dec. 31, 1913, shows total profits $101,638, 
including profits from the railway. In Oct. 
costs were 11.54 cents a Ib., in Nov. 12.17 
cents, and in Dec. 13.44 cents, an average of 
12.37. Co. produced 3,403,853 Ibs. copper, 
588 ozs. gold and 25,836 ozs. silver. On Dec. 
31, 1913, consolidated quick assets were 
$490,507, and current liabilities $94,251, or 
an excess of $396,255 net quick assets over 
and above current liabilities, an increase of 
$51,980 over preceding quarter. 


Tamarack.—This stock has had a rapid 
and a very unexpected advance. Mine is open- 
ed on underlay of the Calumet conglomerate 
lode, which it mined with a good deal of suc- 
cess up to about ten yrs. ago, since which 
time the rock has been lean. It has in waste 
tailings accumulated from operations of many 
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years, an asset which may be of considerable 
value. There are some 12,000,000 tons accumu- 
lated of these tailings, containing, it is esti- 
mated, about 12% Ibs. of copper per ton. From 
operation of the Calumet tailings, it may be 
estimated that there are 40,000,000 Ibs. of re- 
coverable copper which should net Co. over 
$3,000,000, equivalent to $50 per share. While 
excess of assets over liabilities as of Dec. 31 
was $1,120,000, a large portion of this was in 
local stocks. The actual cash on hand was 
$530,000, with notes and accounts payable of 
$379,000. 

Tennessee Copper.—Co. reports for yr. 
ended Dec. 31: 


1913. 1912. 
Tot. receipts ......... $1,158,503 $1,303,874 
Ch’g’s, Gep.. tC. ...00. 191, 207,998 
Be NES ig ekcebadere 966,703 1,095,876 
SUG, GONE sécndas theee 450, 500,000 
DMNDNR. icichadackenaad 516,703 595,876 
SS Up ae eee eee $516,703 
Ee eae ee 304 
NR i ee ee 737,018 
Profit and loss surplus.............. 1,864,876 


At annual meeting Utley Wedge, a director, 
stated that Co. had made an agreement with 
the Inter. Agric. Corp., modifying its contract 
with that Co. so that Co. is permitted to sell 
sulphuric acid not required by the Interna- 
tional, but so far the Inter. had taken the en- 
tire output. Mining improvements are planned 
which will enable Co. to treat an additional 
1,000 tons of ore a day. These improvements 
will be paid for out of earnings, and profits 
therefrom will be realized within a year. Co. 
declared a regular quarterly div. of 75 cents, 
payable Mar. 20 to stock of record Mar. 10. 


Utah Copper—Nevada Con.—Utah Cop- 
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per begins 1914 with the largest figures for 
Jan. it has ever reported. The preliminary 
statement of 10,649,000 Ibs. for Jan. of this yr. 
compare with 7,560,000 Ibs. in Jan. 1913; 
8,156,000 in 1912; 6,707,000 in 1911, and 4,745,- 
000 in 1910. Utah declared regular quartely 
div. of 75 cents a share, payable Mar. 31 to 
stock of record Mar. 6. Nevada Con. declared 
a regular quarterly div. of 37% cents a share, 
calling for disbursement of $749,796. Alto- 
gether Co. has paid $7.75 a share, or $15,477,- 
113 to stockholders. Jan. production of Ne- 
vada was 5,791,122 Ibs., compared with 5,343,- 
862 in Dec. and 4,169,708 Ibs. in Jan., 1913. 


Yukon Gold—Report shows income of 
$2,583,836 for yr., surplus $489,575. There was 
deducted for expenses $1,453,536, including 
$520,886 for amortization of Co.’s properties. 
Co.’s cash position was improved through re- 
duction of its indebtedness to the Guggenheim 
Exploration Co. by $425,000. A surplus of 
$80,300 was left after meeting all charges, in- 
cluding divs. The total nee Be at end of the 
yr. was $489,575. Pres. Guggenheim in the 
report informs stockholders that a new prop- 
erty was acquired during the yr. It is esti- 
mated that dredging operations there would 
return about $1,000,000 net above costs. 


Mining Notes.—Copper Producers’ Asso. 
reports stocks of copper on hand, Mar. 1, as 
78,371,852 Ibs., a decrease of 8,924,833 Ibs., as 
compared with 87,296,685 Ibs. on Feb. 1. Pro- 
duction and deliveries compare as follows: 


February. January. 
Production .....0.00- 122,561,007 131,770,274 
De, EE. on éve wheat 47,586,657 47,956,955 
Foreign ‘deliv......... 83,899,183 87,955,501 
6 6 eae 131,485,840 135,912,456 








He Might—But He Didn't 








6% Sacer everybody has asked at one 
time or another what the effect of 
the new tariff is. Lots of things 
are laid at the door of the tariff which have 
no relation to it, such as when a mill closes 
down on account of the tariff and its ma- 
chinery is found to be 50 years old, or when 
another plant shuts up for lack of capital 
and lays that to the tariff, too. However, I 
am going to tell you certain real things the 
tariff has done.” 

With these high sounding words, W. C. 
Redfield, secretary of commerce, began a 
speech before the chamber of commerce at 
Hamilton, O., a few days ago— 

But he did not live up to his text. 

He might have told about the 20,000 tons 
of Dominion pig iron being scattered along 
our Atlantic coast from Boston to Philadel- 
phia, delivered at lower prices than eastern 


furnaces can make it, and they are selling 
at cost. 

He might have told about New York State 
consumers buying thousands of tons of steel 
bars in Germany at a delivered price lower 
than Pittsburgh mills could sell them in 
New York. 

He might have told about the thousands 
of tons of pig iron made by 2-cents-a-day- 
paid labor in India headed full speed for our 
Pacific coast. 

He might have told of the thousands of 
cotton ships coming to the Southern coast 
from Savannah to New Orleans, all bal- 
lasted with German, Belgian and British 
steel of all sorts from cotton ties to billets. 

But he didn’t. 

There’s a congressional election coming 
next November.—Daily Iron Trade. 
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SPECULATION : Operations wherein intelligent foresight is empleyed for the purpose of deriving a profit from price chang 


Practical Points on Stock Trading 


A Few Observations Based on Long Experience 
By SCRIBNER BROWNE 


II1I—Technical Conditions 


T will be remembered that I divided 
those interested in the stock mar- 
ket into four classes—investors, 

long-pull speculators, active specula- 
tors, and traders. I then took up the 
main considerations to which the third 
class, the active speculators, need to 
give attention. These are: 

_(1) Money rates and banking condi- 
tions. 

(2) Prices and volume of transac- 

tions. 

(3) “Technical” conditions. 

(4) Effect of news announcements. 

The first two were discussed last 

month. We come now to technical 

conditions. What does the active spe- 

culator need to know about them, how 

can he find it out, and what use shall 

he make of it when he has found it out? 
no * ” 


A MAJORITY of the people who 
use the term “technical condi- 
tions” have only a very indefinite idea 
of what they mean by it. I suppose 
most of them mean to group under 
that heading all the influences affecting 
prices that are not included under 
news, statistics, or fundamental condi- 
tions. 

The extent of the short interest, the 
position of this or that big operator, 
the attitude of the floor crowd in gen- 
eral, the amount of public participation 
in the market, stop orders present in 


quantity above or below the current 
level of prices, the willingness or un- 
willingness of investors for cash to 
take hold on small declines, the extent 
to which the speculative public will 
buy stocks on advancing prices, and so 
on, are all included in the common no- 
tion of technical conditions. 

The more the active speculator 
knows about technical conditions the 
better, provided that his information is 
genuine and accurate. This, however, 
is a very large proviso, for there is no 
subject on which it is more difficult to 
get the facts. 

There are times when the technical 
situation becomes so evident that there 
is some sort of general agreement on 
it. For example, for several weeks be- 
fore the panic of May 9, 1901, it was 
perfectly clear even to the tyro that 
the market was “overbought” by a 
flood of orders on margin. Everybody 
knew that much—the real question 
then was, how much more overbought 
would it become before the inevitable 
smash? Also, how big would be the 
smash? No one, it is needless to say, 
expected such a smash as finally came. 
May 9 never occurred before on any 
stock exchange in the history of the 
world, and probably never will again. 
After all, there are a few things that 
are unique. 

It requires a somewhat closer knowl- 
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edge of the market to recognize an 
“oversold” condition. Yet at times 
this is comparatively clear. In July, 
1910, when the Pearson syndicate was 
in trouble through too confident pur- 
chases on borrowed money, the evident 
urgency of the liquidation resulted in 
the creation of a big short interest on 
the way down. Then the Pearson 
holdings were not dumped on the mar- 
ket, but were disposed of at private 
sale to a big banking interest. This 
ave the shorts no chance to cover. 
ere was a case where almost any 
close observer could say positively that 
the market was oversold. 
* * * 


T is to be noted that the terms “over- 
bought” and “oversold” really refer 
more to the character of the long or 
short interest than to its extent. The 
market could not become overbought 
as a result of purchases by investors 
who took up their stocks and laid them 
away in their safe deposit boxes, nor 
by the buying of big banking interests 
having almost unlimited comand of 
credit resources. 

Neither could the market be over- 
sold by that patient sort of “invest- 
ment” short interest which sells on a 
scale as prices advance and has abun- 
dant resources to see its trades through 
to a finish. It is buying on limited 
margins that brings the overbought 
condition. Most of the short selling is 
by traders who will not stand much 
loss on that side of the market, pre- 
ferring to cover and try it again later 
on. A large short interest of this kind 
very euiiiy results in an oversold 
market. 

It might be supposed that the bor- 
rowing demand for stocks would serve 
as an indication of the extent of the 
short interest, but as a matter of fact 
it is of little value in that direction. In 
the first place, the borrowing may be 
by a short interest of an “investment” 
character, which cannot be driven to 
cover and therefore does not create an 
oversold market in the ordinary sense 
of that word. 

Second, the stocks borrowed may be 
to temporarily take the place of long 
stocks sold by previous holders whose 
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certificates have not yet arrived in New 
York from abroad or from other cities, 
or even for holders who have delayed 
getting their certificates out of their 
vaults and delivering them. A large 
interest may sometimes prefer to have 
its liquidating sales appear to be short 
sales until it has disposed of its entire 
line, thus avoiding any premature fill- 
ing up of the Street with certificates, 
which might help to depress prices. 
* * * 


H°W then are we to find out the 
amount of the short interest? 
Some line on the situation can be ob- 
tained by talking with active brokers. 
True, the broker can only express his 
opinion, formed from such opportunities 
for observation as he may have. For 
that reason, his words cannot be ac- 
cepted as gospel. In fact, it will often 
happen that one broker thinks the 
market is oversold while another sees 
no special evidence of any extended 
short interest. 

Nevertheless the broker has a much 
better opportunity of getting this in- 
formation than the outside investor, 
and his opinion should be duly con- 
sidered. If you have accounts with 
several houses, you will eventually 
learn which ones are to be relied on 
in this particular and which are not. 
Then you can withdraw your account 
from a house where you do not get sat- 
isfactory information and try another. 

No broker can justly be criticized for 
a mistaken estimate of the short inter- 
est, for he has no means of obtaining 
exact information on the subject. But 
you will naturally prefer to keep your 
accounts with houses where the Best 
judgment is shown in this as in other 
matters. 

* * * 


"THE only other way to form your 

opinion as to whether the market 
is getting overbought or oversold is by 
watching the action of prices. When 
prices persistently refuse to go down 
on evident bear news, the market is 
either oversold or stocks have drifted 
into the hands of permanent investors 
or strong interests which have confi- 
dence in the situation and refuse to sell 
on any decline, or both—usually both. 














PRACTICAL POINTS ON STOCK TRADING. 


This cendition, quite naturally, gen- 
erally appears after a decline of greater 
or less extent. 

Likewise, when bull news fails to 
bull the market, that means that the 
people who want to see prices advance 
have already bought as many stocks as 
they want. The probability is that 
some, at least, of these buyers have 
bought on margin, and others, though 
owning their stocks outright, would 
nevertheless feel like selling out if 
prices should start briskly downward. 

It has been a long time since we have 
seen any greatly overbought position 
in stocks. The fall of 1912 was, per- 
haps, the last time when such a con- 
dition was strongly in evidence. The 
bull movement of that year culminated 
in a steady advance for about two 
weeks, with almost no reactions, and 
with more enthusiasm in the atmo- 
sphere than had been seen for three 
years previously. There was a good 
deal of speculative buying on margin, 
and when prices finally turned down- 
ward the market appeared pretty 


slumpy. 
During 1913 there were intermediate 
upward swings when the buying 


power came to a pause, through ex- 
haustion, but no really overbought 
markets, and so far in 1914 the same 
has been true. We had a small bull 
market in January, when buyers had 
their requirements supplied and 
stopped buying, but down to date there 
has been no appearance of any special 
excess of margin purchases. 

On the other hand, there were plain 
indications that the market was, if not 
precisely oversold, at least “sold to a 
standstill” in June, 1913, and again in 
October and December. 


* * * 


O©MING to the position of big opera- 
tors, this is as a rule very difficult 
to ascertain and the average outside 
speculator can rarely allow himself to 
be much influenced by it. Most of the 
gossip floating around the Street as to 
what Morgan, Kuhn-Loeb, or the City 
Bank is doing in the market is worse 
than valueless. 
There are exceptions to this rule. For 
example, when the dissolution suit was 
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filed against the United States Steel 
Corporation in October, 1911, causing 
a slump in Steel common to 50, Ber- 
nard Baruch was a heavy and open 
buyer on the rally which followed. His 
purchases were simply an evidence of 
his judgment of the situation. He had 
no reason to conceal them, for what- 
ever following he attracted would help 
his campaign. 

There is no reason why one should 
refuse to give weight to such evidence 
of the judgment of a man whose judg- 
ment is worth something If we had 
been told, however, that Baruch was a 
heavy seller of Steel around 50, we 
would presumably have smiled and 
passed by on the other side. Such a 
report might have been put out by 
shorts trying to break the market, and 
without any foundation; or it might 
have been true, but Baruch might have 
subsequently bought more heavily 
than he sold, and without taking the 
trouble to mention the matter; or he 
might have sold Steel and bought 
twice as much Union, Reading and 
Copper; or he might have sold because 
he erred in his judgment, for to err in 
the market is not only mortal but com- 
mon to all mortals. 

Whatever the reason, we would have 
given but little weight to reports of 
big selling after a severe decline, but 
would have been much more ready to 
credit the story of big purchases. Like- 
wise after a prolonged advance the 
wise trader will be deaf to rumors of 
heavy buying by influential men. They 
may of course be true, but the proba- 
bilities are strongly against them. 

The task of finding out what big in- 
terests are doing in the market is not 
absolutely impossible, but it is almost 
as difficult as learning to judge the 
market correctly yourself. For that 
reason your main reliance must always 
be on yourself, and such reports are al- 
ways to be regarded suspiciously. 

* * * 


G INCERE reports from the floor as 
to the position and sentiments of 
the majority of the traders are not 
usually very difficult to get from your 
broker, but I am obliged to admit t’:at 
I have never got much benefit from 
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them. Floor traders rarely agree in 
their views, and as their opinions are 
usually formed from the surface indi- 
cations which flicker back and forth 
before their eyes, their sentiments are 
likely to change with a suddenness and 
completeness which are confusing to 
the outsider. They willingly report 
what they see, but 1 doubt very much 
whether the outsider can make much 
profitable use of their reports. 

If you are going to place any de- 
pendence on these reports from the 
floor, however, by all means get them 
direct. The rehash which the average 
customer’s man will give you over the 
telephone, purporting to represent con- 
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ditions on the floor, is likely te be se 
much influenced by his own views, his 
temperamental peculiarities, his desire 
for orders, or his haste and inaccuracy, 
that it loses whatever value it had in 
the beginning. There are customers’ 
men who are exceptions, certainly, but 
you have to learn by experience that 
you are dealing with the exception be- 
fore you swallow his “news.” 

The fact is that the floor traders are 
too near the market to see it in per- 
spective. They may see and correctly 
report certain facts, which you may be 
able to take and fit into your own rea- 
soning processes. 

(To be continued.) 





after a campaign has started. 


follow this rule. 


wards as well as forward. 


you less interest and acts better. 


up for months and months. 





Rigid Rules I Have Learned to Follow in Trend 
Letter Campaigns 
By A SUBSCRIBER 


1.—Buy or sell at the market price unless otherwise ordered. By 
this rule you never lose your starting position. 

2.—Either enter a campaign at its beginning, or after stocks drop 
a point or more on the bull side, or advance on the bear side. These 
instructions should be left with your broker, if you are entering 


3.—Buy or sell the same amount in each campaign. 
Luck” will get you with the largest number of shares if you don’t 


4.—Resist any desire to increase your commitment after cam- 
paign starts, unless otherwise instructed. 


5.—Take 3 to 4 points profit when possible on half your commit- 
ment, and place stop loss order on the other half at cost or selling 
price, as case may be. This is the very best kind of insurance. ' 


6.—If for any reason (taking profits especially) you have closed 
your entire commitment, wait for the next campaign. You cannot 
jump on or off a train in motion and be safe. 
campaign, you are on a moving train that can suddenly go back- 


7.—Steel is the safest and cheapest stock to trade in. 


room traders lose in 90% of these trades. 
cial study. If you should get in on one of its tops, it will probably 
kick you out with one of its five point drops in a bull market. 


8.—Never speculate in stocks that are called “Specialties” on 
margin. If a9 do, make up your mind you will be caught and tied 


“Old Hard 


When you are in a 


It costs 
ever sell Reading short. Even 
Reading requires spe- 






































Things the Trader Should Study 


By THOS. L. SEXSMITH 








ECURITY prices discount funda- 
mental changes in the economic 
situation at home and abroad. 

The course of the market for the past 
thirty years, as shown by graphics that 
also combine the more influential of 
the fundamental indices, demonstrates 
that almost invariably the market be- 
gins to move in a reverse direction 
weeks and sometimes months before 
important changes in fundamental con- 
ditions begin to show in the published 
statistics. 

Only a negligible proportion of the 
public interested in the market can be 
brought to understand that this is true, 
and many expert and experienced stu- 
dent traders will very often, in spite of 
ingrained knowledge confirmed by 
market action time and time again, 
find themselves unconsciously giving 
undue concern to fundamental consid- 
erations which their better judgment, 
if allowed to prevail, would counsel 
them to disregard utterly. The market 
itself will take care of the fundamen- 
tals, never fear. 


AN EXAMPLE, 


I could recount scores of examples 
in proof of that contention. One of 
recent market history will suffice to 
bring home my point. During the last 
days of November and early Decem- 
ber of the past year the market began 
to manifest an inclination towards im- 
proving prices. This tendency was by 
no means marked, nor even unanimous, 
nevertheless prices appeared to go up 
easier than down. Some interests were 
evidently taking on stocks. Perhaps 
the best indication of coming higher 
prices was that of lessening effort at 
liquidaton. Even though stocks were 
not being aggressively bought, on the 
other hand, few shares were being sent 
to market for realization. 

This latter condition must always 
precede a rising market, for surely 
large interests will not commit the 


folly of advancing price levels in the 
face of overhanging liquidation by in- 
vestors or others. When the public no 
longer exhibits a desire to sell its hold- 
ings it is diagnosed as about ready to 
repurchase, if given the proper specu- 
lative encouragement. This is usually 
provided in the shape of a stimulus 
that seldom, if ever, fails—a lively 
marking up of prices, begun and con- 
tinued as deemed advisable, by what is 
known as “good inside buying.” 

At the time mentioned above the 
general depression in trade, transpor- 
tation and manufacturing that had 
been growing in intensity throughout 
the summer and fall months was be- 
coming so emphatic that business men 
everywhere wondered where it all was 
to end. Railroad earnings exhibited 
such sharp falling off that estimates 
projected on the basis of earnings of 
past months showed almost con- 
clusively that some of our largest and 
supposedly strongest common carriers 
would be unable to earn their regular 
dividend requirements. Some faced 
receiverships, assuredly. industrial 
corporations of first importance could 
not possibly maintain present divi- 
dends a full year longer. In the face 
of such conditions what else could the 
stock market do but decline, and right 
away too? There was nothing appar- 
ently to do but to sell stocks short (the 
weak ones, of course) and sit quietly 
and await certain profits. 

But for one good reason or another, 
prices refused to go down. Instead, an 
aggregate which I keep of the seliing 
price of five active stocks advanced, up 
to January 31, 1914, the generous total 
of thirteen points. Several individual 
stocks advanced about twenty points, 
many around fifteen, and one star per- 
former went up thirty points. The 
fundamental, current earnings, failed 
dismally in this instance, as it does 
very often, as a guide for the active 
trader in stocks. 
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FUNDAMENTALS. 


There is an excellent reason behind 
this failure, as there is for all things 
that seem unreasonable. We would, 
no doubt, like to believe that funda- 
mental changes, as published from 
time to time, do give proper signal for 
market action. But that would be en- 
tirely too easy. All one would need to 
do to make large profits continuously 
in the stock market would be to keep 
an accurate record of fundamentals 
such as money, trade balance, bank 
clearings, pig iron prices and produc- 
tion, idle car statistics, crop reports, 
etc. There are a number of highly ef- 
ficient agencies engaged in the busi- 
ness of compiling these various factors, 
and the results of their efforts are reg- 
ularly published in many ingenious and 
effective ways. If one could use their 
deductions as suggested, and as it 
would seem entirely plausible, making 
money in the stock market would be a 
very simple proposition. I have yet to 
find an experienced trader who will ad- 
mit that making and keeping money in 
the market is easy. It is possible, but 
involves considerably more effort and 
skill than required in the study of 
known fundamentals. 

While the market does discount 
known fundamental changes it does 
not necessarily follow that it is not in- 
fluenced by fundamentals. To main- 
tain the latter would be to propound 
an absurdity. Indirectly fundamentals 
influence prices, but it is the actual 
buying and selling of stocks and bonds 
that makes the market and establishes 
prevailing quotations. 

Who buys and sells stocks? Every- 
body who has money. But what indi- 
viduals or groups of individuals are 
powerful enough to buy or sell in such 
quantities as to seriously influence 
prices? The answer to this latter ques- 
tion gives us a clue to much of the con- 
flicting testimony concerning the value 
of study of the fundamentals. 

Those individuals, acting independ- 
ently or as they usually do through 
partnerships or pools (the membership 
of which often includes some of the 
largest banking institutions), who are 
capitalistically powerful enough to 
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swing stocks in sufficiently large quan- 
tities to make new price levels are 
known as insiders. The term “insider” 
is aptly expressive. It means “one on 
the inside.” 

Let us attempt an analysis of the re- 
lationship of the insider to one of the 
fundamentals, “money.” We hear a 
great deal nowadays about the evil of 
interlocking directorates. Your real 
insider is interlocked into many direc- 
torships of the leading financial institu- 
tions. If he were director or officer in 
but one of the great “banker’s banks,” 
that position would be adequate for his 
purpose. The more the merrier, of 
course. 

Let us take a concrete example. The 
New York clearinghouse banks and 
trust companies issue a composite 
statement covering their current statis- 
tical position once each week, and the 
same is published at close of the mar- 
ket, Saturday noon. This statement 
forms the basis for the public’s know]l- 
edge of the comparative position of the 
important fundamental, money.. What- 
ever, through the publication of this 
bare skeleton statement of banking 
conditions, becomes public property 
must have been known to the insider 
hours before it became public. And a 
great deal that the public never learns 
about the banking situation is always 
known to the insider. A large factor 
in the banking position is the condition 
of the great private banking houses 
such as Morgan & Co., for instance. 
How may the public become informed 
about such matters in time to use its 
information to advantage in the mar- 
ket? I cannot tell you. 

It is axiomatic that one of the fun- 
damentals that determines prices is the 
earning capacity or rather earning 
rates of properties. But who learns at 
first hand of changes in earnings? Is 
it not the same “insider” who directs 
the great banks? By the time the pub- 
lic learns of changes in earning tenden- 
cies through the medium of published 
reports or statements, the insider has 
had ample opportunity to make such 
commitments in the market as his 
knowledge of changed conditions ren- 
ders advisable. We must not forget 
that it is the business of insiders to an- 








THINGS THE TRADER SHOULD STUDY. 


ticipate public responses, and to act, 
marketwise, accordingly. When the 
public makes up its mind to act on its 
belated knowledge, the cream of the 
movement has been skimmed. 

It is the same thing with all the 
other fundamentals. Insiders have 
ways of learning about impending 
changes long before the public. Fun- 
damentals are well enough for guid- 
ance in the stock market if you get your 
information first. If you are forced to 
wait until everyone else has the same 
information, knowledge of funda- 
mentals will aid you very little indeed. 

Since the prices of _ securities, 
through the operations of insiders, dis- 
count change in fundamental condi- 
tions, does it not follow that the pub- 
lic, in order to operate successfully in 
the market, must turn its attention to 
study of the market itself instead of 
other things such as fundamentals? 
I think so; in fact, I believe I can prove 
that the proper study of stock specu- 
lators is the stock market, just as the 
proper study of mankind is man. 


THE THREE FACTORS. 


There are three closely related and 
interdependent factors which serve as 
instruments by which price movements 
may be measured, and which may be 
used as basis for reasonable forecasts of 
coming movements. These three 
things are: 

(a) Extent of price movement. 

(b) Volume of sales. 

(c) Time required to execute a 
given price change. 

These three cover range, intensity 
and velocity of price movement. Stu- 
dents of the stock market will do well 
to concentrate upon these three. All 
studies of past action are comparative. 
By contrasting one with another, or 
many others, noting the elements of 
likeness and difference, we obtain 
something definite upon which to base 
expectation of coming action. 

There are many methods of arrang- 
ing for study the three factors de- 
scribed above. A graphic that com- 
bines them all is best. I have evolved 
a plotted arrangement of these three 
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essentials, which gives me a graphic 
picture of past and current action, 
which shows at a glance the range, in- 
tensity and velocity of recurring move- 
ments. I apply it in various ways to 
the daily average market, to the daily 
movements of individual stocks, and 
also to the weekly and monthly move- 
ments. In the same manner I apply 
this method of measurement to the 
hourly movements of the averages of 
a few of the most active stocks as well 
as the hourly work of each of the indi- 
vidual stocks in which at the time I am 
interested. Whether it is the hourly, 
daily, weekly or monthly unit that is 
considered, certain characteristics of 
formation precede certain movements 
often enough to be a great value to the 
operator who has schooled himself to 
recognize the import of the various 
formations when they appear. “Tape 
reading” is the science of sensing these 
phenomena of range, volume and time, 
and judging their future effect; the 
method I use simply reduces tape read- 
ing to a tabulation having the added 
advantage of historical permanence. 

The fact that the latter method in- 
volves considerable clerical work can- 
not be denied. One may do this work 
himself, but any one who operates in 
a considerable number of shares can 
readily afford to hire an assistant to do 
the actual compiling of the required 
data, since it is only necessary for the 
principal to read the graphics, no mat- 
ter by whom or how compiled. 

Deductions made from studies of the 
market itself through this method of 
picturing its behavior are by no means 
infallible, and for successful use a: 4 
basis for trading require trading judg- 
ment begot of experience. No novice 
could possibly pick up my graphics 
and, jumping into active trading, make 
money right from the start. But it is 
no adverse criticism of any good 
method to say that it requires a fairly 
decent combination of brains, poise 
and courage to operate it successfully. 
Without such an equipment any trader 
is certain to fail; possessed of it he 
will, sooner or later, find success, upon 
which no man has a monopoly. 
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Hypothecation of Securities by Brokers 








AM advised a statute was recently 
passed by the New York State 
Legislature which provides that 

brokers may not hypothecate securities 
carried by them on margin for a cus- 
tomer for more than the amount due 
to them thereon, without the cus- 
tomer’s consent. 

My brokers have just sent me a re- 
lease as follows to sign and return 
them: 

“I hereby consent that all transac- 
tions made for my account and risk by 

shall be subject to the rules 

and customs of the Exchange, Board of 
Trade, or other place where such 
transactions are severally made, and I 
hereby consent that all securities now 
carried, or that may be carried, for my 
account and risk on margin by said 
, or any securities deposited 

by me to protect my said margin ac- 
count, may be loaned by ———————- or 
pledged by them either separately or 
together, with other securities, either 
for the sum due thereon, or for any 
greater sum, all without notice to me.” 
“Signed 





“Customer.” 


Wish you would answer through the 
magazine whether a customer should 
sign such a document as that. Evi- 
dently the New York State Legislature 
found it advisable to pass a law to pro- 
tect the customer, and if he should sign 
such a paper, it would seem to me, he 
would expose his securities to loss, and 
he would have no recourse in case of 
failure of the broker. What right any- 
way has a broker to hypothecate a cus- 
tomer’s securities except to protect the 
customer’s own account, and that 
alone ?—CavuTIovus. 

The law was passed for the follow- 
ing reasons: 

(1) To protect customers who leave 
in the hands of their brokers securities 
which have been bought outright and 
fully paid for, and which are thus the 
property of the customer. If the broker 
pledges these securities with a bank 
and borrows money on them, the bank 
has first claim on the securities in case 
the broker fails. 

(2) To prevent the broker from bor- 
rowing, on the aggregate of all securi- 
ties in his hands for account of cus- 
tomers, more money than is owed him 
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by said customers and thus really by each customer and avoid borrowing 
doing business on his customer’s in any single case more than that 
money. amount on the customer’s securities. 


The law does not directly affect the 
safety of the account of the customer 
who is dealing on margins, as in case 
of the broker’s failure the claims of all 
such customers are considered together 
and the assets, after prior claims, dis- 
tributed pro rata. 

As a matter of fact there is probably 
no broker in active business who 
would be able to borrow more money 
on the aggregate of all his customers’ 
securities than is owing to him from 
the customers. The majority of cus- 
tomers do not carry with their brokers 
more than an average of 10 or 15 points 
below market prices, and in that case 
the broker cannot hypothecate the se- 
curities with the banks for as much as 
the amount he has loaned to his cus- 
tomers. 

The result is that the law is of very 
little importance in practical business, 
but it would make an immense amount 
of detail work for brokerage houses to 
keep track of the amount owing them 


It has therefore become the custom for 
brokers to ask their clients to consent 
to the hypothecation of their securities 
for whatever amount may be con- 
venient to the broker. Practically all 
customers are ready to do this without 
argument. The very fact that a cus- 
tomer is dealing through any broker- 
age house implies that he has confi- 
dence in the integrity of the house, and 
therefore it makes no difference to him 
what amount the house may borrow on 
his securities. 

The Congress at Washington is now 
considering a bill which would prevent 
brokers from hypothecating securities 
for more than the amount due from the 
customer, with or without the cus- 
tomer’s consent. If this bill should 
pass, the methods of brokers would 
have to be changed and they would be 
put to a good deal of expense and an- 
noyance without, so far as we can see, 
any result of particular value being se- 
cured. 








Two Winter Rises 








HE “Winter Rise,” which, so far as we 
may now know, was concluded around 
the first of February, had a similar 

movement three years ago. In the matter 
of date of beginning and ending, extent of 
movement and conditions prevailing at the 
time the two rises are as near alike as “two 
peas in a pod.” 

The “Winter Rise” of 1910-1911 began 
December 6, continued without a break until 
February 7, extending, as measured by the 
Dow-Jones averages, from 111.35 to 119.95, 
about eight full points. Reaction followed 
into April, amounting to four full points 
(one-half the rise), then a period of accum- 
ulation with considerable work between 119 
and 116, after which we had the goodly rise 
to .23, seven points, reaching top June 3 
Distribution then took place within a three 
po: t range and when that was completed 
there foi'owed the vicious and memorable 
two months’ bear movement, which did not 
stop until the figure 110 was touched in 
September. 


Going over the “Market Outlook” in the May 
number of THe MaGazine or WALL STREET 
I find that, to a certain well defined extent, 
conditions were then much the same as now, 
inasmuch as business was letting up con- 
siderably, commercial paper rates relaxing 
to 34% to 4%, and dividend paying stocks 
were yielding from 5% to 6%. The position 
of the banks, as disclosed by the relation 
of loans to deposits, was strikingly like that 
of the present, a large deficit at year-end 
being built up during the first three months 
of the new year to an excess of $40,000,000 
of deposits and over loans. 

The reaction that followed the “Winter 
Rise,” as measured by the 50 Combined 
Stock averages, registered 5% points, and 
these averages came back during April to 
a figure a fraction below the low of Jan- 
uary. I am not making any prediction from 
these comparisons, but there is nothing to 
prevent anyone from drawing his own con- 
clusions.—T. L. S. 

February 9, 1914. Cie YE Eee 
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General Motors Earnings. 


I have been noticing for some time that you 
head the column of industrials in “The Bar- 
gain Indicator” with General Motors common 
and give the amount earned during the fiscal 
year ending in 1913 as 388%. Now, this 
statement is at variance with other authorities 
and as I control a few shares of this stock, 
I would be very much pleased with further 
information, or ~ oe of the apparent 
discrepancies.—A. 

he surplus earnings applicable to General 
Motors common for the fiscal year ending 
July 31, 1913, were $6,411,000. This would 
amount to 38.8% on $16,500,000 outstanding 
common stock. Large appropriations were 
made out of this surplus for the reduction of 
inventory and the liquidation of past losses. 
These, however, should not properly be 
charged against the earnings on the stock 
for the year, but should be applied to the 
reduction of the profit and loss surplus. The 
total profit and loss surplus at the end of 
1912 was $1,262,000. At the end of the 1913 
year it was $2,945,000. 

It is probable that the other statisticians to 
whom you refer charged a part of these spe- 
cial items to the surplus for the year instead 
of to the profit and loss surplus. 





Calculation of Averages. 


I have been keeping recently a ten stock 
average on a similar plan to the averages of 
25 and 50 stocks which appear in the Times 
and the Evening Sun—that is, showing the 
average high price, average low and average 
close of ten leading stocks. It sometimes 
happens that in very dull markets there will 
be no quotation for the day on some one of 
the stocks used. What is the best way to 
arrange the average when this happens?—T. J 

Some prefer to use the last actual sale in 
compiling such averages, even though it oc- 
curred on the previous day. Our own opinion, 
however, is that the best plan is to use the 
mean between the bid and asked prices at 
the close of the day when there have been 
no actual sales. This mean price would, of 
course, be high, low and close on that stock 
in figuring your average. There may be times 
when this will not represent the exact market, 
but the difference will be so slight that it will 
have no perceptible effect on your average. 





Trading in Grain and Cotton. 


Can the same methods be applied to the 
study of the grain and cotton markets as to 
the stock market? That is, in the study of 
prices, volume of transactions, major and 
minor swings, etc. If so, how can the volume 
of trade be obtained?—H. K. 

The same general principles apply, but the 
volume of transactions cannot be obtained be- 
cause no record is made of it on the ex- 
ce You can, however, record prices 
and study the swings, the rapidity of upward 
or downward movements, the breaking away 
of prices from the previous plane, etc., just 
the same as in studying the stock market. 
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In regard to volumes, you can, if you think 
it is worth while, get a rough approximation 
of the activity of trade in cotton or grain by 
noting the number of quotations which come 
out during the day. Quotations on the 
a Board of Trade are given in full in 
the Chicago Evening Post and all cotton 
quotations are given in the New York Journal 
of Commerce and the New York Commercial. 
We cannot say whether this method would 
give the same results as the study of the 
volume of transactions in stocks, but see no 
reason why it should not. 

If you try this we would be glad to have you 
write us and let us know the result. 





Tape Reading. 


I have just been reading your book entitled 
“Studies in Tape Reading.” It occurs to me 
that it ought to be possible to make some 
kind of a diagram of prices and volumes for 
one or more stocks each day, showing on 
the diagram what indications the tape reader 
saw that influenced his judgment of the mar- 
ket, where these indications occurred, and 
what they were. It seems to me this would 
greatly aid students in getting an understand- 
ing a the book.—J. S. 

It would be impossible to prepare such a 
diagram as you propose. Indications often ap- 
pear rapidly and so many different considera- 
tions enter into their interpretation that they 
could not be reduced to the form of a dia- 
gram. Again, the element of intuition enters 
largely into the work of an experienced tape 
reader and this can scarcely be put into words, 
to say nothing of being shown on a diagram. 





Intrinsic Value. 


What is meant by the intrinsic value of a 
stock? I often see the term used and do not 
fully understand it—H. B. 

It is a difficult term to define. The general 
idea is that prices may often be raised or 
depressed by technical considerations or by 
the mistaken opinion of investors or by the 
temporary effect of news which may not in 
the end seriously alter the value of the stock. 
Hence prices may in many cases be above or 
below the intrinsic value of the stock. 

However, there is no practical way of arriv- 
ing at intrinsic values. They are a matter of 
individual judgment. In many cases it is 
possible to figure the approximate book value 
of a stock where the appraised value of the 
company’s property is known, but this book 
value is apt to be very misleading. The 
company’s property is appraised at its value to 
the company as a running concern. Changed 
conditions might render this appraisal out of 
date or the appraisal may have been unduly 
optimistic in the first place. As a rule the 
quoted value of a stock is the best available 
guide to its intrinsic value. 


Margin Calls. 


Has a broker the right to call upon his 
clients at any time to deposit any amount o 
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margin which he may think desirable? What 
are the clients’ rights in the matter?—S. W. 

All brokers, so far as we are aware, protect 
themselves by reserving the right to close out 
margin trades whenever they consider it neces- 
sary, always giving the client a chance to 
put up more first. It would be unsafe for the 
broker to work on any other rule because so 
much depends upon the condition of the mar- 
ket. Even a deposit of 50% of the value of 
the stock might be hazardous under some 
conditions. 

If the client is dissatisfied with the amount 
of deposit demanded by his broker he can 
take the matter up with other brokers and if 
possible make better arrangements. His broker 
will transfer his account to any other member 
of the Exchange whenever requested to do so. 





Lending on Call. 


I have about $75,000 on deposit with a trust 
company on which I am receiving 2%4% in- 
terest, subject to check at any time. I ex- 
pect to invest this money in stocks when 
conditions seem to me favorable. In the mean- 
time, could I not get a better interest on 
the money by arranging with a New York 
bank to lend it on call in the Street, and if 
so, how should I go about it?—D. E. 

Call money rates have recently been so low 
that you would not be able to do any better 
lending direct. If the call rate should rise to 
4 or 5% you could probably make arrange- 
ments with some New York bank to handle 
the money for you, keeping a certain amount 
with them as a permanent deposit and having 
them loan out the remainder on call at current 
rates. In this way your money would be just 
as quickly available as it is now and you might 
get a slightly better interest on it. 





Interest on Balances. 


Do all New York Stock Exchange houses 
allow interest on deposits and balances on 
hand and if so at what rate?—W. T. 

They all allow interest, but the rate differs 
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according to conditions and according to policy 
of each house. The prevailing rates i money 
of course influence the rate paid on deposits, 
and also the activity of the account. On a 
small and comparatively inactive account the 
broker will usually credit only a low rate of 
interest—perhaps 2%—as he does not make 
a business of receiving deposits which are 
intended to lie idle. On a larger and more 
active account where the commissions were 
more important, the average broker would be 
willing to pay a higher rate of interest on 
the money when idle. 


Selling Short. 


Is it not better to select non-dividend pay- 
ing stocks for short sales so that the short 
seller does not have to pay the dividends 
whenever they come off the price of the 
stock ?—J. L. 

All other things being equal, yes. But, of 
course, other things rarely are equal: 

(1) The non-dividend paying stock is likely 
to sell at a lower price than the dividend 
payer so that in case of improvement in 
earnings it has more chance to advance. 

(2) Nearly all the active speculative 
favorites are dividend payers so that a closer 
market is obtainable than on most of the non- 
dividend payers. 

(3) Since the dividend payers usually sell 
at higher prices and have wider swings, the 
commission amounts to a larger fraction of 
your profit on the non-dividend payer. 

(4) It often happens that when a stock 
sells ex-dividend the dividend it not imme- 
diately recovered. In fact, in a bear market 
a stock is not likely to recover its dividend 
at the time, though eventually of course it 
usually does. 

In some cases it may be possible to select 
a non-dividend paying stock for short sales, 
but the trader should not make any general 
rule against selling dividend payers short. He 
will have to decide in each case according 
to the position and character of the different 
stocks. 











Book Reviews 








The Unconstitutional Character and the 
Illegal Administration of the Income Tax 
Law. By Albert H. Walker, author of. the 
History of the Sherman Law. Paper binding, 
89 pages. For sale by Tue Macazine or WALL 
Street. Price $1.06 postpaid. 

Mr. Walker, whose independent views are 
well known, announces the contents of his 
latest book as follows: 

“Part one demonstrates that the income tax 
statute of October 3, 1913, is permanent! 
unconstitutional, because it violates the Fi 
Amendment in being confiscatory; and that, 
if it were not permanently unconstitutional, 


it would be inoperative upon the year 1913, 
because it levies direct taxes for that year, 
upon property, without apportioning those 
taxes among the forty-eight States, according 
to their respective populations, and thus vio- 
lates paragraph 3, of Section 2, of Article I, 
of the Constitution. 

“Part two demonstrates that the administra- 
tion of the income tax law by the Commis- 
sioner of Internal Revenue, is injuriously 
illegal. 

“Part three demonstrates the existence of 
five separate constitutional, and otherwise 
proper remedies, for the unconstitutional and 
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ill wrongs, the existence and character of 
which ore, peer in parts one and two, 


es 

Operation of the New Bank Act. By 
Thos. Conway, Jr., Ph. D., Assistant Pro- 
fessor of Finance, and Ernest M. Patterson, 
Ph. D., Instructor ‘of Finance, Wharton School 
of Finance and Commerce, University of 
Pennsylvania. Cloth, 431 pages, including 
index and full text of Federal Reserve Act. 
Og al For sale by THe MaGaziNe oF 

mee oD gpa $2.14 postpaid. 

oe Saeed examination of the new sys- 
tem and its probable results. Sample chapter 
headings are: The Problem of Control of the 
New System, Powers and Duties of the 
Federal Reserve Board, Rediscounts, Foreign 
Acceptances, The Federal Reserve Notes, Pos- 
sibility of Inflation, Control of the Gold Sup- 

ly, Readjustment of Reserves, Mortgage 

s on Farm Lands, etc.—32 chapters in 
all. Well worth reading by those who desire 
a thorough understanding of the new law. 
Copper Handbook for 1912 and 1913. 
A Manual of the Copper eng fae ~e i of 
the World. By Walter array 
former Geologist in the U a Seven, — 
ber Institution of Mining and Metallurgy, etc. 
Volume XI. Bound in cloth, 1,413 pages. 
Price $5 delivered. (For sale by Tue Maca- 
ZINE OF WALL STREET.) 

The Copper Handbook was founded by 
Horace J. Stevens, whose death about two 
years ago will be remembered. The present 
editor has taken up Mr. Stevens’ work and 
has carried it on acceptably. This Handbook 
has for a decade been an accepted authority 
on the copper y een = The arrangement of 
the volume has been changed to make it more 
convenient, all North American mines being 


grouped in Part I, and all foreign companies 
in Part III. Part II is a geographical index 
showing mines grouped by countries, states, 
counties and districts. Part IV gives 
copper statistics of the world in condensed 
form. 

The book contains an immense amount of 
information for those interested in copper 
properties or securities, much of it obtainable 
nowhere else. 

The Rand-McNally Bankers’ Directory 
and List of Attorneys. Cloth, 1845 pages, 
price, $6 net. 

The January edition of this well-known di- 
rectory is somewhat enlarged over previous 
issues. It contains a complete list of banks 
by States, giving name, location, population 
of town, president of bank, vice-president, 
cashier, assistant cashier, liabilities and re- 
serves and principal correspondents. The 
same information is included for Cuba, Hawaii, 
Porto Rico, Philippines, Canada and Mexico, 
and for a selected list of foreign banks and 
bankers throughout the world. list of com- 
mercial lawyers in all towns and cities is in- 
cluded, recommended by the banks in those 
towns; a digest of banking and commercial 
laws in each State; list of towns without banks 
in the United States and Canada, giving nearest 
accessible bank and attorney; list of directors 
of banks and trust companies of the principal 
cities and towns in the United States; and 
separate alphabetical list of all cashiers and as- 
sistant cashiers. 

This directory claims the largest paid circu- 
lation of any similar publication. It is the 
official von J for State Bankers’ Associa- 
tions of Ohio, Kansas, Montana and Kentucky, 
and is the Official Numbering Agent for the 
American Bankers’ Association. 





Responses 


I’ reading past market action for the purpose of detecting the course of future 
movements one of the most important factors to watch is that of responses. 
The ability to recognize responses when given on the tape constitutes the 


chief knack of so called “tape reading.” 


Response is at times positive, and at others, negative. The market responds 
to special activity in a certain stock (or several special stocks) or it does not. 
When response is general, its movement in the same direction is due to con- 
tinue. Failure of the market to follow activity in one or more stocks is a plain 
indication that conditions do not favor movement in the direction of the 


activity of the special stocks. 


Next in importance to “responses” come “tendencies.” 
A stock will at times exhibit “tendency” 


by current direction of price movement. 


Tendency is shown 


to return to a given figure, and again, to work up or down from it. Prices 
going into new territory show that tendency is towards still higher figures, 
and the reverse of this is true. But tendency without confirmation of response 
(in the case of the individual stock, “more volume”; in that of the whole 
market, “more volume and breadth”) usually has little value of itself. There 
are such things as “false starts."—T. L. S. 























The Market Outlook 


Some of the Factors Beneath the Surface of 
Current Events 








[NOTE.—This department deals primarily with investment, not puey speculative 


conditions. 
tending over a year or more. 


Expressions of opinion apply to the long movements o : 
For instance, early in 1912 a bullish position was main- 


prices, often ex- 


tained; toward the end of the bull movement in the fall of 1912, a decline was pre- 
dicted; thereafter a generally bearish view was expressed until late in 1913, when pur- 


chases were recommended near bottom prices. 


Readers, therefore, should not attempt 


to gauge the immediate movement of prices by the factors analyzed here.—Eprtor.] 


TUBBORN resistance to bear news 
has characterized the stock market 
during the past month. When the 

Interstate Commerce Commission criti- 
cized the St. Paul road’s methods of 
bookkeeping in such vigorous terms, a 
little liquidation resulted. Much of this 
selling came from abroad, where the in- 
cident was naturally interpreted as re- 
flecting on the accuracy of our railroad 
bookkeeping in general. 

Bear traders here were not averse to 
helping the downward movement along. 
But the movement came to an end as 
suddenly as it started. Holders of stocks 
had the courage of their convictions. 
Shorts secured only trifling profits. Then 
the market drifted into a narrow seesaw, 
with transactions at a minimum, await- 
ing some new impulse. 

* * * 

ig is highly probable that the new im- 

pulse, when it comes, will result in 
higher prices—but it might be some time 
in coming. A sort of equilibrium seems 
to have been established in the invest- 
ment world. The growth of constructive 
factors will necessarily be slow. There 
remains considerable wreckage to be 
cleared away in various directions. New 
Haven, Rock Island, Wabash, Frisco, 
Rumely, etc., cannot be straightened out 
and started on the up grade in a moment. 

In general business circles, also, there 
are continuing elements of weakness. 
The large failures month after month 
have left their effects behind them. The 
troubles of the Siegel stores in New 
York and Boston are to a certain extent 
py of many smaller difficulties. The 

ow liquidation of such enterprises not 
only entails direct losses on a long list of 


mercantile creditors, but ties up much 
capital in receiverships, thus hampering 
many other business men through in- 
direct channels. 
* * * 
HE constructive factors are, how- 
ever, plainly to be seen by the 
student of the situation who looks a little 
below the surface. They are not as 
powerful now as they were in 1904 or 
1908—or at least, if equally powerful, 
they are in this case slower in getting 
started and less emphatic in their im- 
mediate effects. The exhaustion of the 
world’s capital has in this instance been 
more widespread and complete than in 
either of those two years, and thorough 
replenishment will doubtless take longer. 

There are many features in the present 
situation that remind the experienced in- 
vestor of 1904. For example, we are 
now waiting for the Interstate Commerce 
Commission’s decision on freight rates 
much as we then waited for the Supreme 
Court Decision in the Northern Securi- 
ties case. At that time, the decision 
came, was adverse—and nothing hap- 
pened. Then came a gradual advance, 
which developed into a genuine bull 
market. 

If the hope of higher freight rates, 
which is now widely cherished, should be 
disappointed, we do not believe that the 
result would be any general crash. Cer- 
tain roads, operating on a narrow margin 
of profit, would feel such a decision 
sharply ; but it is entirely unnecessary to 
remind the student of values that other 
roads are now earning such substantial 
surpluses that their stockholders could 
view the decision with equanimity. 

The probabilities, however, certainly 
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seem to favor the ets of some in- 
creases in rates. e needs of many 
roads are so evident and are so much the 
result of a general advance in prices in 
which freight rates have not participated, 
that a reasonable increase seems to be 
the logical remedy. 


* * * 


AN abundance of idle money in the 
banks is not, of course, precisely 
the same thing as an accumulation of 
capital for investment, but it uniformly 
precedes such an accumulation. In some 
cases, as in 1894, it precedes by a con- 
siderable interval; in others, as in 1908, 
the two have been almost simultaneous. 
The graphic of New York banking 
conditions which accompanies this de- 
partment shows a rapid building up of 
excess deposits during the past six 
months. The slight reaction in this item 
during the first quarter of 1914 is not 
especially significant. Surplus reserves, 
also, are abundant, the decline from 
January to March being merely seasonal. 
Such a condition foreshadows a better 
supply of capital. Moreover, it is not 
confined to New York, or to the United 
States, but is world-wide—though to a 
less extent in Paris than elsewhere. 

It will be noted from the graphic that 
the stock market has been far more slug- 
gish in responding to this condition than, 
perhaps, would naturally have been ex- 
pected. The average for the twenty 
railroad stocks does not, however, give 
a complete idea of the movements that 
have recently been taking place. Certain 
stocks have had very sharp advances. 
These have been, in most cases, indus- 
trials. Other stocks have declined pain- 
fully, and most of these have been rails. 
It has been a selective market. 

In fact, it would not be possible to 
make up an average that would justly 
portray the stock market movements of 
the past few months. Where earnings 
were large, financial conditions have 

rmitted advances. The repress- 
ive factor in other cases has been found 
in reduced earning capacity. 

* * * 
THIS New York banking graphic 
will be soon affected by the opera- 


’ tion of the new Curren Act, so that in 


future we shall not be able to give it the 





THE MAGAZINE OF WALL STREET. 


same weight as an investment index as 
heretofore. Practically all the National 
Banks have signified their desire to enter 
the new system of banking, and the re- 
duction of reserve requirements and 
rediscounting of commercial paper will 
undoubtedly have a considerable effect 
on the relations of deposits and loans. 
It is probable that the banks are already 
beginning to make their preparations 
for the new system, so that the effect may 
soon be visible on the graphic, even 
though the actual operation of the 
Federal Reserve banks may still be de- 
layed for some little time. 

In future, this graphic will have to 
be studied with one eye on the new 
banking system; and in view of the very 
complicated character of that system, and 
the gradual changes which are to be 
made in accordance with it, conclusions 
derived from deposits and loans will have 
to be of a more tentative character than 
heretofore. 

This will not destroy the value of the 
graphic, which has proved decidedly 
helpful in the past, but much more care 
will have to be exercised in interpreting 
23 * * * 

*T HERE need be, in our opinion, no 

doubt as to the general effect of 
the Federal Reserve plan. It will permit 
credit expansion. This result will be 
gradual—in fact, the law has been skil- 
fully drawn with a view to preventing 
any rapid credit inflation—but it will be 
sure, at any rate, during the first year of 
operation. This will result largely from 
the reduction in reserve requirements for 
the banks of New York, Chicago and 
St. Louis. 

When the first year has passed we 
shall then have a better idea of the actual 
workings of the system and it will un- 
doubtedly be possible for us to foresee 
the further results of the law much more 
certainly than we can now. 

* * * 

HE Anti-Trust Bills, which were 
crude when first introduced, seem 
likely to be modified to such an extent 
as to render them comparatively harm- 
less to investment interests. The fact is 
that the Sherman Law, as interpreted by 
the Supreme Court, is broad enough to 
cover about all that it is possible to do 

















THE MARKET OUTLOOK. 


in the way of anti-trust legislation. Its 
enforcement has been pursued so vigor- 
ously not only by this administration but 
by the preceding one, that the worst of 
the shock to business is doubtless over. 

The present bills will assist in enforc- 
ing the Sherman Law. This is especially 
true of the provision in regard to the 
criminal prosecution of individual of- 
ficers of corporations which violate the 
law. But these bills will apparently not 
go any further toward actual trust dis- 
solution than the Sherman Law goes. 

The Holding Company Bill, which is 
made public just as we go to press, is on 
the whole surprisingly mild. It is ap- 
parent that the authorities at Washing- 
ton are beginning to realize the futility 
of harrying the corporations merely for 
the sake of harrying. 


"THERE is a great deal of financing 

waiting a favorable market, but 
bankers have refrained from trying to 
press new issues on the public faster than 


Nots.—The above gra 


surplus reserves, of New Vork clearinghouse + ~~ Cravens, out 
date. he li 
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they could be easily absorbed. Capital 
demands are likely to be large enough to 
take up all the resources we can muster, 
and this fact will tend to temper the en- 
thusiasm of bull efforts in the stock 
market. 

Weare pretty certain to ship out more 
gold this year. The requirements of 
Paris are not yet fully supplied, and 
probably New York will have to send 
gold to South America for London ac- 
count. This is another factor that will 
work against any undue optimism. 

On the other hand, the big expansion 
of credit that will eventually be pos- 
sible under the new Currency Act, will 
undoubtedly be partly discounted in 
advance by higher prices for securities. 

Our feeling is that the investor should 
maintain an attitude of chastened con- 
fidence. The best bonds and stocks may 
be bought with considerable assurance 
that higher prices can be realized for 
them later. But it is emphatically a time 
when none but the best should be bought. 





hic shows (in millions of dollars) the yy course of the excess deposits and 
e trust compenien) and the broad move- 

me for excess deposits has been adjusted to a 
market are not thus modified. The 


the exact method of constructing it are 














The Iron and Steel Situation 








IKE the security markets and other aspects 
of the business life of the country, the 
iron and steel trade had a fine burst of 

activity from the early part of January until 
early in February and then began to show 
signs of slowing down. Just what brought 
about this condition is not settled, but it is 
not strange that this slowing down should 
have occurred. 

Preceding months showed that business con- 
ditions were shaping for a possible improve- 
ment during 1914, slow at first but almost sure 
to come during the year. With this founda- 
tion, the outburst that began in January was 
not so peculiar, but was rather a natural con- 
sequence of the suppressed animation, if so 
we might call it, of the steel trade over the 
previous months. 

There is a lull now that may end quickly or 
may drag on through the spring months, de- 
pending on the play of sentiment in business 
generally. It seems that sentiment is more 
than half of the controlling influence now in 
the steel trade, since there is an enormous 
amount of business waiting, both in the general 
lines of steel products and in special thin 
such as equipment. Credit conditions certainly 
are easy. 

The situation needs but the decisive belief 
all around that the January movement was not 
a false start. Of course, the spring months 
will bring on some additional business of their 
own account. A lot of buyers have been hang- 
ing back on their purchases waiting to see 
what the railroads would get in the way of 
increased freight rates. No sound reason for 
it, probably, especially since a flood of railroad 
buying would raise prices, but the sentimental 
element has been large right along. 

Even so, the steel trade is not so bad off so 
far as orders and operations are concerned. 
Working around 50 per cent. on the average in 
December, and now around 70 per cent., shows 
there is considerable vitality to the buying 
power of the country. What goes to further 
emphasize the condition at the moment is the 
fact that out of this 70 per cent. average opera- 
tion (some mills working as high as 90 per 
cent.) the railroad buying represents probably 
not more than 10 per cent. Now, when the 
railroads are buying normally their proportion 
of total output is not more than per cent. 
Everybody knows the general public buy- 
ing is not now up to normal. With the 
railroad purchases so low it is easy 
to see what would happen if the rail- 
roads let loose a flood of orders and the 

blic came into the market strong on the 
— of much better sentiment. Just a little 
better buying from both sources will move the 
output up to 85 per cent. Large buying by the 
railroads, which they really ought to do, would 
flood the steel mills. Some observers of the 


trade have the temerity to believe that the 
mills will be working nearly full capacity by 


the middle of May. In a previous article we 
suggested early fall as the time when this will 
likely be seen. At any rate some improvement 
in business is clearly indicated by the rise in 
unfilled orders of the Steel Corporation during 
February. 

_ Not so much can be said for prices. Early 
in January prices gave a start upward, and a 
month later they averaged about a dollar a ton 
better, from which level they have sagged very 
little until now. A lot of buyers expected still 
lower prices early this year than they were 
getting late last year, but the mills stood firm 
and the next move resulted in a rise. The 
mills had enough business to keep them busy 
for three months or more so they just stood 
pat on prices. When the mills are running 
out of business fast and see nothing ahead 
for quite a while, they scramble for business 
and let prices down. This time they did not 
do so. 

Prices are not now at a level to show the 
factories big profits, but as the market strength- 
ens for quantity it will also strengthen in 
quality, so that by the time the output moves 
over the 30 per cent. remaining the headway 
will have moved prices as well. In other 
words, the steel business, it seems, is being 
conducted in rather different fashion than in 
years gone by when they loaded up frantically 
on low priced orders and had to work these 
off when the market was much better, getting 
the higher prices on only a small part of the 
output. It seems that the question of prices 
and profits is the vital one for the next few 
months rather than the quantity of business 
booked. The outlook for large amount is 
bright. Whether when it comes the prices 
can be raised commensurately remains to be 
seen. They will go up somewhat anyway. 

The idea that peregee steel will hold prices 
down is debatable. The bugaboo six months 
ago that foreigners would flood this country 
with steel just as soon as the tariff law was 
changed has been shattered by the record so 
far, at least. The amount of imported steel 
is absolutely negligible. Hardly more than a 
good sized ship load has been brought over 
since the tariff change. Quantity we know 
will never come over. Only one effect of for- 
eign made steel can possibly disturb our mar- 
kets here—and that after a while not much. 
That is the result that a small lot of foreign 
steel might have in fixing the price of a large 
lot of home made material. ven at that it 
would take a good sized lot to determine our 
prices here in open competition. 

Except for this aspect the tariff is an unim- 
portant consideration. This much is noticeable 
that the calamity howlers of last year are now 
silent as to the ill effects of the tariff and the 
wide-spread ruination it would produce. Good 
times in the steel trade will depend mainly 
upon other considerations, 

















The Situation Summarized 





[While an attempt is here made to divide the important factors into favorable and unfavor- 


able, this classification is for convenience only. 


It should be fully recognized that the same 


factor may have a bullish effect in ome direction and bearish in another, or may be bullish in 
its immediate influence, but containing dangerous possibilities for the future. Also, it would 
be impossible to strike a balance in this way, as one bullish factor might be so important as 
to outweigh all bearish considerations, or vice versa.] 


Favorable 


N easy money market continues to af- 
A ford a good basis for constructive 
efforts. Rates for money of all ma- 
turities are low and have every appearance 
of remaining so during most of 1914. 


The Currency Law, in its effect on the 
money market, cannot be omitted from con- 
sideration. It will operate in the direction 
of expanded credit, thus producing a grad- 
ually stimulating effect on general trade. 


Growth of individual deposits, as indicated 
by the early returns from the Comptroller’s 
call for condition of National Banks as of 
March 4, points in the same direction as the 
two items just mentioned. It is another 
condition favoring expansion. 


Large acreage and ideal soil conditions as 
spring work opens, point to a strong prob- 
ability of satisfactory crops for 1914. 


Revision of Anti-Trust Bills will undoubt- 
edly result in moderating them. The more 
radical provisions of these bills have been 
so widely criticized, and from such a variety 
of sources, that they have been pulled in 
for an overhauling. 


Moderation in offers of new securities by 
the banking houses shows that the grad- 
ually reviving demand for securities will 
not be injudiciously flooded with new stocks 
and bonds. The situation will be much the 
stronger for a little careful nursing just now. 

Strong hopes of rate increase are being 
cherished. President Wilson reported to 
favor it. 

Increase in U. S. Steel orders larger than 
expected. In view of the lack 9% rai.road 
orders, it is surprising to note how much 
business steel interests are handling. The 
miscellaneous requirements of the country 
grow faster than we sometimes realize. 

Decrease in surplus of copper metal again 
emphasizes the strong position of that in- 
dustry. We shall evidently enter upon the 
next period of big demand for copper with 
only trifling supplies on hand. 

Absence of liquidation in the stock market 
seems to indicate that prices can now stand 
up under almost anything. As yet, how- 
ever, public demand is lacking. The result 
is dullness, but extraordinary steadiness of 
values. 

Fewer labor troubles as result of dullness 
of trade. Employees are showing increased 
individual efficiency in many instances. 


Unfavorable 


MALL railway earnings continue to cast 

a cloud of gloom over the varied in- 

terests which are directly or indirectly 

dependent on the roads for activity. It can- 

not be said that any light appears as yet on 
the horizon in this respect. 


Dullness of general trade shows no abate- 
ment as spring opens. Retailers are very 
modest in their purchases and spring re- 
quirements are slow in stimulating activity. 
Bank clearings are light, and all indications 
still point to further dullness. 


Delay in handing down rate decision is a 
depressing factor. Business hardly ever 
shows much improvement while everybody 
is waiting for some important event. Even 
an adverse decision would nevertheless af- 
ford a basis of certainty for business men 
to work on. Decision expected by June 15. 

Issues of new capital abroad are large. A 
new high record was set in London in this re- 
spect during the months of January and 
February. Conditions at Paris have been so 
unfavorable that bond issues have been held 
back, but the known requirements that 
overhang the market are very large. 

Gold exports to South America are ex- 
pected, and Paris may take more. We can 
spare the gold easily, so that such an out- 
ward movement need have no direct bear- 
ish effect, but since gold is the basis of 
credit a loss of that metal is never strictly 
to be called desirable. 

Business failures are naturally smaller, 
now that the turn of the year is past, but 
there still remains a good deal of cleaning 
up to be done. Real estate, especially, does 
not appear to have been sufficiently liqui- 
dated to have reached a rock bottom basis 
as yet. 

Unemployment is decidedly worse this 
winter than usual. States and cities are 
making some efforts to relieve the situation, 
but without much success. The reasons for 
the condition are too deep-lying and funda- 
mental to be reached by mere palliatives. 

Lack of confidence in the administration 
is perhaps less of a feature than it was a 
year ago among active business men, but 
it must still be counted as an obstacle in 
the path toward prosperity. If business 
once gets well started on the up-grade, 
these doubts and fears will probably be 
forgotten. 

Mexican situation still with us. 








Essential Statistics Boiled Down 











parisons for the corresponding month (or 
nearest month obtainable) in each of the four 


view of the financial and industrial t 
preceding years. 


T* figures below give a complete 
situation, with the best available com- 








Average Average Per Cent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loansto Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 





Prime European New York New York All All First of 
Commer- Banks Clearing- Clearing- National National Month. 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 

SE EeMaceccecsese 4% 3% 26.3 96.5 $35.04 

February, 1914......... 4 3% 27.2 96.0 hesitt haiti 35.00 

January, 1914.......... 4%, 4% 27.1 98.0 16.2 102.1 35.11 

OSS) ee 55% 5 25.7 100.6 15.6* 102.7* 34.56 

“6 aso 4% 4 26.1 97.6 16.9* 103.6* 34.53 
- BRAS 4 3% 27.4 97.1 16.3T 106.4T 34.51 
* TE weccadocet 45% 3% 26.1 100.2 16.07 101.4T 34.87 
*February. tJanuary. 
Bank Balance of Balance of 
New Securi- Clearings Gold Trade 
ties Listed Bank of U.S. Movements Imps. or 
N.Y.Stock  Clearin Excluding ©—Imports or Exports 
Exchange of U.S. N. Y. City. Exports. (000 omitted) 
(000 omitted) (O00 omitted) (O00omitted) (000 omitted) 

February, 1914...... $98,916 $12,889,837 AT Ex. $23,871 
anuary, 1914...... 162,294 16,226,119 6,854,299 Im. $3,537 Ex. $49,330 
ebruary, 1913...... 60,812 13,635,663 5,841,018 Ex. 7,017 Ex. 44,083 

110,963 12,893,884 5,581,235 Ex. 7,652 Ex. 64,655 
nd ae 44,060 12,269,918 4,974,752 Im. 5,381 Ex. 54,262 
” RN 161,282 13,133,952 4,982,812 Im. 126 Im. 5,560 





om 4 
Bradst’s English Whole- Produc’n Priceot Produc- U.S. Stl 
Index of Index of sale ofIron Electro tion of Co; &. Unifill. 





Commod-Commod- Priceof (Tons.) Copper per (Lbs. onnage 
ity Pes. ity Pes. Pig Iron (O00 o'td.) (Cents.) (Millions) (oon td.) Tf 
March, 1914.......... 8.83 2,622 $14.00 , 14.2 
February, 1914........ 8.86 2,624 13.81 1,888 14.6 122 5 026 
qaneary, ee 8.88 2,623 13.88 1,885 14.3 131 4613 
SS ae 9.40 2,717 16.31 2,586* 14.7 130*_ - * 
. er 8.90 2,667 13.50 2,100* 14.7 116* 5, 454* 
fr: OS 8.69 2,536 14.25 1,794* 12.1 109* 3, 400* 
. ae 9.11 2,396 16.30 2,397* 13.2 112* 402 
*February. tLast day of mo. 
Babson’s 
Net Building Business Average 
Surplus rations, Failures 10 Lead- 
of Idle wenty Total R. R. 
rs. Cities. Liabilities. nds. 
March, 1914............. 153,907 ans aati hininsi 93.3 
February, 1914........... 209,678 wii $21,246,766 94.0 
fonuaty, Pian ekideden 188,850 $29,819,106 37,277,180 92.5 
Sa 31,381 33,488,802* 28,971,714* 94.3 
ve are tata sin 7,842 31,303,094* 18,221,436* 98.2 
Psi Cine kali w dieeidie 189,842 27,170,375* 14,193,169* 98.2 
" i edlddesnwas 15,408 33,716,873* 21 955, ,034* 99.8 

















a . 
Market Statistics 
For Month Ending March 18, 1914 
Breadth 
Dow Jones Avgs. 7—50 Stocks Total (No. 
Feb. Inds. Rails. High. Low. Sales. issues. ) 
TE. cccteccss 82.65 106.96 71.49 71.10 202,200 116 
SE skvcéenan ane 20 82.78 106.76 71.46 71.11 157,700 135 
SE wicnskens 21 82.52 106.38 71.08 70.84 119,100 113 
, ON OS te 24 82.34 106.10 70.91 70.57 136,500 125 
Wednesday ....... 25 81.31 105.04 70.45 69.47 395,300 164 
ED eveacace 26 81.47 105.17 69.94 69.33 317,900 151 
SE nanarexkads 27 82.00 105.67 70.41 69.77 275,100 133 
NS ee 28 82.26 105.48 70.66 70.31 163,900 115 
7 March 

er 2 81.66 104.73 70.27 70.01 97,800 93 
Oe eer 3 81.72 104.80 70.20 69.87 121,400 116 
le Wednesday ....... 4 82.19 105.51 70.63 70.00 203,400 150 
BES cv caxawns 5 81.75 105.13 70.70 69.03 328,200 135 
De Gada honacine 6 81.12 103.70 70.13 69.19 397,400 136 
OO” Bee 7 81.28 103.26 69.45 68.67 316,800 123 
SD ~éicneveces i) 81.36 103.40 69.42 68.66 334,500 129 
, | 10 81.94 103.95 69.65 69.05 301,100 136 
Wednesday ....... a ° 81.57 103.58 69.74 69.18 271,900 153 
 wcspincons an 81.20 103.17 69.29 68.95 193,800 137 
ae 13 81.64 103.65 69.71 69.00 215,900 132 
OS eee 14 81.94 103.79 70.04 69.52 127,800 113 
Oe cdinaneeve 16 81.68 103.82 69.94 69.48 164,100 137 
» | eRe 17 82,32 104.25 70.40 69.78 250,700 148 
Wednesday ....... 18 82.32 103.94 70.39 69.88 216,900 134 


COMBINED AVERAGES @ FIFTY RAILROAD * INDUSTRIAL STOCKS 
19tt i9t2 1915 914 




















The Cotton Market 


Summary of Present Conditionsand Future Prospects 
By C. T. REVERE 








LTHOUGH outside speculation in 
cotton at present has been re- 
duced to about the smallest pro- 

portions to which it has lapsed in the last 
five years, the situation from the stand- 
point of the professional trader is one 
which presents some extraordinary 
phases. 

Under such circumstances, of course, 
it cannot be expected that the public will 
operate freely in the market, for the in- 
fluences governing prices are entirely too 
complicated for the lay mind to follow. 
Therefore it is hardly likely that there 
will be any general speculation in cotton 
until such fundamental factors as an 
unusually big crop or extremely low 
prices tempt the average trader into sell- 
ing for a decline or buying in the ex- 
pectation of a big advance. These in- 
fluences necessarily will have to come 
from the new season and the professional 
will be left to thresh out the problems of 
the old crop. 


CONFLICTING INFLUENCES. 


It is seldom that a season presents as 
many conflicting influences and counter- 
currents as have been witnessed in the 
last few months. In the first place cot- 
ton was forced to the 14-cent level for 
the option list on predictions of a crop 
of 14,000,000 bales or less. The com- 
mercial crop, including linters, will not 
be far from 14,750,000 bales. The real- 
ization of this mistake caused a heavy 
decline from the high prices of last Octo- 
ber. This was accentuated by the fear 
that a surplus of low grades in the crop 
would weigh heavily on prices. The 
better grades have been scarce and high. 
The premiums which spinners have paid 
for desirable cotton have been enormous. 
Strict middling and good middling are 
almost as high as they were in the fall 
when futures were nearly 200 points 
above the present level. 

The bears, however, based their opera- 


tions upon the following theory: A de- 
mand for high grades alone does not 
mean a bull market. A surplus of low 
grades was inevitable and it is assumed 
that a fair proportion of this surplus 
would be good enough in character to 
pass for delivery on contract. If this 
should prove true a vast amount of cot- 
ton would be sent to the future markets 
to depress prices, simply because spinners 
would not take the low grades except at 
their own price. 

An enormous straddle account was 
built up between Liverpool and New 
York. It is currently believed that ap- 
proximately 750,000 bales of May and 
July were sold in the New York market 
against purchases of May-June and 
July-August in Liverpool. This straddle 
was predicated on the theory that a great 
deal of low grade cotton that could not 
be delivered in Liverpool would be sent 
to New York for tender and that under 
the weight of this cotton New York 
would sell at a very wide discount under 
Liverpool. 

On account of the general market 
astuteness and financial strength of the 
interests engineering this straddle, it was 
assumed that the plans would not mis- 
carry. May in New York, which at one 
time was only 100 points under Liver- 
pool, declined to 142 poirits under 
Liverpool. 

Early in the second week in March, 
however, it became apparent that the 
South was not selling low grades with 
the freedom that was expected. The 
March option in New York had been put 
to a premium of 60 points over the May 
option and still no cotton was attracted 
from the South. Moreover, the Inspec- 
tion Bureau of the New York Cotton 
Exchange was so rigid in its classifica- 
tion that 16,000 bales of cotton sent here 
for delivery were rejected. This discour- 
aged Southern shippers from sending 
more. 
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It was also discovered that even the 
supply of low grades was becoming re- 
duced and that spinners were paying a 
better price than could be obtained on 
March contracts, which, as stated above, 
have been held at a premium. 

When all these developments finally 
dawned upon the trade a sharp covering 
movement resulted. It was seen that the 
market had been sold down on the false 
premise that low grades would be sent 
to New York in quantities sufficient to 
swamp the holders of contracts. This 
premise was not being fulfilled, nor was 
it likely to be. As a result, the market 
recovered rapidly and a large part of the 
New York-Liverpool straddle was un- 
done. 

All this has to deal only with certain 
complicated and technical features of the 
present cotton situation, but an outline 
of these conditions is necessary for a 
clear understanding of the existing 
situation. 


THE NEXT CROP. 


When it comes to the more simple fea- 
tures of cotton it might be stated that 
new crop developments thus far are gen- 
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erally favorable, although there is a 
disposition to believe that the early plant- 
ing season will be somewhat delayed by 
bad weather during January and early 
in February. At present, however, the 
new crop is coming along satisfactorily. 
There does not seem to be any likelihood 
of a big increase in acreage, although it 
may be taken as a foregone conclusion 
that the Government will revise its acre- 
age figures of last year by making a sub- 
stantial increase. 

Trade conditions leave much to be 
desired, but mills appear to be taking 
cotton notwithstanding the fact that 
nearly every pound of yarn and yard of 
goods turned out by them here show a 
loss on the basis of the present cost of 
cotton. 

However, if the new crop months— 
October, December and January—get 
close to the 11-cent level in the next few 
weeks, they will be freely bought by 
European spinners, especially the Con- 
tinent, and a speculator seldom makes a 
mistake in following such operations. 
Later in the season, if new crop condi- 
tions should be brilliant, it might be 
advisable to take the short side. 
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Recent Bond Offerings 








Lehigh Coal & Navigation Co.—$14,000,- 
000 Consolidated 444% bonds. They are se- 
cured by a direct lien on the coal, railroad 
and canal properties of the company, and 
also by stocks and bonds of other com- 
panies. They are part of an amount of $18,- 
000,000 presently issued out of an authorized 
amount of $40,000,000. The company has 
paid dividends for thirty-three years and 
paying 8% now on $26,557,950 stock out- 
standing. In 1913 the company showed net 
income available for interest of approxi- 
mately three and one-half times the re- 
quirements. Offered at 97%, yielding ap- 
proximately 454%, by Brown Bros. & Co. 

Utah Power & Light Co.—$10,000,000 first 
mortgage 5% bonds. The company serves 
Sa and power in Utah and southeastern 
Idaho. Its business field includes Salt Lake 
City and Ogden and 28 other cities and 
towns. It serves a number of large con- 
sumers such as railway companies and in- 
dustrial concerns. The bonds have a direct 


first mortgage on the company’s properties 
in Utah and Idaho and thru securities in 
Colorado. Net earnings available for in- 
terest on these bonds for the year ended 
December 31, 1913, were more than twice 
the requirements. Bonds offered at 95 by 
Harris, Forbes & Co. 

South & North Alabama Railroad Co.— 
$7,400,000 general 50-year 5% bonds. This 
road is part of the Louisville & Nashville 
system, which owns practically all of the 
capital stock. The bonds cover the whole 
property, subject to $10,000,000 prior lien. 
The principal and interest on these bonds 
is guaranteed by the Louisville & Nashville, 
which is now paying 7% on $71,917,200 
stock. The new bonds are for improve- 
ments and betterments largely. The South 
& North Alabama R. R. Co. runs principal- 
ly through Alabama, touching several 
important cities. Offered by J. P. Mor- 
or Co. and others at 10434, to yield 

47. 
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Learn the Investment Business 


A Few Hours’ Time Weekly Can Be Made to Yield You 
Many Dollars for Years to Come 


HERE is no mystery about the Business of Investment. No special talent or 
aptitude is required. No extraordinary facilities are needed. But one thing 
IS necessary—and that is KNOWLEDGE. You can make profitable invest- 
ments if you KNOW enough. 

THE MAGAZINE OF WALL STREET now offers a special 


Course of Home Reading 
Called “INVESTING FOR INTEREST AND FOR PROFIT” 


The Course consists of 50 lessons. Each lesson is planned to require about two evenings 
of reading, for the average person. This reading is carefully laid out in a systematic course, be- 
gees with the simpler and more general principles and gradually leading up to the practical 

usiness of interest-earning and profit-making. 


The Course is divided into “quarters,” consisting of 12 or 13 lessons each. After the les- 
sons for each quarter have been completed, we send you a series of “test questions” for a re- 
view. Your answers to these questions will be very carefully examined to see whether you 
have acquired a real understanding of the subject. If not, we point out to you your errors 
or the incompleteness of your information and explain matters to you by letter or tell you 
where to find what you need in the text-books. 


We send you 11 text-books and also 7 bound volumes of THE MAGAZINE OF WALL 
STREET. These bound volumes contain a veritable mine of information obtainable nowhere 
else. In the lessons we select for you the articles to be read in connection with the various 
text-books, and the additional light they shed is simply invaluable. We also send you a num- 
ber of separate copies of the magazine from earlier volumes, now exhausted, containing certain 
articles of special importance. hese can be obtained IN NO OTHER WAY, as our supply 
of them is too limited for ordinary sale. 


The text-books used are clear and interesting, and the 50 lessons lay out the reading for 
you in such a logical course of development that few difficulties will be encountered. But if 
anything is NOT fully understood, you have only to tell us your troubles and all your ques- 
tions will be fully, carefully and clearly answered by letter. 


You can take up the lessons as rapidly or as slowly as you desire. If you devote all your 
evenings to the reading, you should finish in about three months. But we allow you three 
years’ time, if needed, to finish the Course, to cover the possibility that something might occur 
to temporarily interrupt or delay you. 


Mr. G. C. Selden, well known to most of our readers as the Associate Editor of this 
magazine, and the author of various financial and investment works, will have general 
supervision of the instruction in this Course, which insures the careful, conscientious 
and scholarly handling of all lessons and questions. The student will also be 
given the benefit of the ideas and advice of numerous other experts. Our special 
effort will be to make the Course of PRACTICAL VALUE. 


When the Course is completed we award you a “Certificate of Profi- of Wall Street, 
ciency,” showing what you have done. Young men seeking to enter the Liberty 
investment business will find our certificate of value to them in getting 
positions. 

The price of the Course, including the 50 lessons, all the text- 
books mentioned above, the four “quarterly” tests, and answers y 
to all inquiries, is $50.00. The regular value of the books in- 
cluded, at ca prices, is considerably more than half 
that sum. There are no extra charges of any kind. 
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The author has made a life study of plete information by return mail. 
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of numerous magazine articles on allied 
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“Breaks ground in a new field.”— 
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Leading Books on Investments 


If the book you are looking for is not mentioned here, you will find it in 
our Book Catalog. Write for it today. 


American Business Woman. By John Howard Cromwell. $2.15, postpaid. 
A guide for the investment, preservation and accumulation of property. Sub- 
jects treated: Business; investment; forms for business. 


An American Railroad Builder. (John M. Forbes.) By Henry G. Pearson. 
With photogravure portrait. $1.37, postpaid. 

Mr. Forbes while engaged in the work of railroad construction in the Middle 
West, in the middle of the last century. 


Analyses of Railroad Investments. Issued annually. By John Moody. 
$12.50, postpaid. 

Contains a complete record of bonds and stocks of railroads, with a rating 
based on the relative strength of each issue. These ratings are presented on a 
plan similar to that employed by mercantile agencies in rating the credit of 
merchants. 


Convertible Securities. By Montgomery Rollins. $3.10 postpaid. 

Comprising tables showing the prices of the various convertible securities 
which are equivalent to the market quotations of the securities exchangeable 
therefor, together with a complete description of such convertible bonds and 
notes; also extensive Appendix comprising extracts from the Trust Deeds, cir- 
culars from the Companies, etc., in relation to conversion, redemption, and other 
matters necessary to know in the purchase or sale of securities of this class. 


How to Forecast Business and Investment Conditions. By Frank Crowell. 
Cloth. 187 pp. Price, $2, postpaid. 

An explanation by a successful investor of many years’ experience of the prin- 
ciples which have enabled him to analyze the business and investment situation. 
Covers the period from one great business panic to the next, and analyzes it year by 
year, showing both indications and the causes which underlie them. (See fur- 
ther description in advertising pages.) 


How to Invest Money. By George Garr Henry. 82 cents, postpaid. 
Subjects treated: Industrial, municipal and public utility bonds; stocks; 
speculation; investment securities. 


I Have a Little Money; What Shall I Do With It? By W. E. Davis, Jr. By 
mail, 60c. 

An informal and popular treatment of the question of investing money. Writ- 
ten by a practical bond salesman. 


Inheritance Taxes for Investors. By Hugh Bancroft. $1.10, postpaid. 

Laws of the States with reference to their application to non-resident in- 
vestors. Subjects treated: Inheritance taxation; investments; State laws; bonds; 
stocks. 


Investment an Exact Science. (Published in London.) By Henry Lowen- 
feld. 85 cents, postpaid. 

Subjects treated: Investment; stocks; bonds; capital; values and charts of 
stock; stock markets; speculation. 
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NOW READY FOR DELIVERY 


THE STATUS OF BONDS 
UNDER THE FEDERAL 
INCOME TAX 


A book showing whether or not the normal in- 
come tax will be deducted from the coupons of 
a list of over four thousand corporation bonds, 
and including also the Federal Income Tax Law 
and the regulations relating to the Law as pre- 
scribed by the Commission of Internal Revenue. 








This book has been distributed gratis to over 
2,000 subscribers of the “Standard-Official” 
Bond Card Service. 


This work was prepared with the co-opera- 
tion of the majority of the important bond 
issuing Corporations, Trust Companies and 
Fiscal Agents, and is the most comprehen- 
sive of its kind that has been undertaken. 


Price $3.00 a copy, including supplement 


STANDARD STATISTICS COMPANY, Inc. | 


Operating 
Standard Statistics Bureau Official Information Bureau 
(“Standard Services’’) (Formerly “Babson” System) 


47-49 West St., New York 


es ocala ake 


Kindly mention THE MAGAZINE OF WALL STREET when writing advertisers. 
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INVESTING FOR PROFIT 


By G. C. SELDEN 


[Associate Editor of “The Magazine of Wall Street”; Author of “Psychology of the Stock 
Market,” “Interpreting Financial Conditions,” etc.] 


HIS book lays before the reader in brief and simple form the princi- 
ples by which the investor must be guided in making his money yield 






a profit in addition to interest. 

The selection of sound investment securities that are likely to grow in 
value does not require any highly expert statistical knowledge. Mr. Selden 
presents the subject in a common sense, every-day ferm, so that it is easily 
gtasped and understood. 

A feature of the book is the numerous practical examples given, showing 
how principles should be applied in actual practice. 

The interpretation of the New York Bank Statement, including the rela- 
tions of loans and deposits, is more clearly and fully explained here than in 
any other publication. 
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| Cloth, 170 pages. Price, $1.06 postpaid. 
The Magazine of Wall Street Book Dept. 120 Liberty 
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Investment Knowledge Means 
Investment Success 


The principles of Investment 


may be learned from 


Investment Bonds 


A volume discussing 
Their issues and places in finance. 
Frederick Lownhaupt. 
250 pages. 8vo. $1.75 (By mail $1.90). 
It contains the essential facts about 
securities, showing how they are issued 
and the general investment aspect of 
each. All the important features are 
given a full chapter each. Hundreds of 


facts not generally known by investors 
are set forth. 


Fer Sale by 


The Magazine of Wall Street 
120 Liberty St., New Yerk 























How To Forecast Business 
And Investment Conditions 


By Frank Crowell 


Here is a book in which a successful 
man of thirty years’ experience explains 
in simple, straightforward language the 
principles and methods by which he suc- 
ceeded in business and in investment. 


For the man of moderate capital, it is in- 
valuable; and no investor who wishes 
to understand the effect of present con- 
ditions on future business should be 
without it. 


It analyzes year by year the period from 
one great business panic to the next, 
showing not only the plain indications 
that forecast the future conditions of 
business and investments, but also the 
causes underneath these indications. 


While present edition lasts—$1.06 post- 
 ~ Crmmmeed bound in ornamental 
cloth. 


Why not order YOUR COPY today? 
The Magazine of Wall Street 
































What an Investor Ought to Know 


BY FREDERICK LOWNHAUPT. 


Editor Bond Department of THE MAGAZINE OF WALL STREET, Author of 
“Investment Bonds,” formerly in charge of Bond Section of “Wall Street Journal,” etc. 


SIMPLE and straightforward introduction to the general 

field of investment study and information. The author 

begins with explanations of the main facts about the character of 

different classes of investments, and gradually leads the non-tech- 

nical reader to an understanding of the principal sources of infor- 
mation about investments and how to use them. 


Examples of the topics discussed are: Bondholders are creditors of corporations; 
A bond is a small piece of a larger debt; As a rule, the risk in a security increases with 
the income; The ultimate safety of a bond is in ample earnings; General structure of a 
corporation’s annual report; Make-up and significance of the income account; Indus- 
trial income accounts; The balance sheet; Changes after date of annual report; Book 
values as a basis for judgment; How to cultivate sound investment judgment, etc., etc. 
, The book is “easy reading,” yet it gives the investor much information of practical 
value. 


Cloth, 152 pp., price $1.06 postpaid. JUST OFF THE PRESS. 
The Magazine of Wall Street Book Dept., 120 Liberty St., New York 
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This book has been distributed gratis to over 
2,000 subscribers of the “Standard-Official”’ 
Bond Card Service. 


This work was prepared with the co-operation 
of the majority of the important bond issuing 


Corporations, Trust Companies and Fiscal 
Agents, and is the most comprehensive of its 
kind that has been undertaken. 


Price $3.00 a copy, including supplement 
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47-49 West St., New York 
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Financial Literature 
Sent Free Upon Request 


Analysis of the Monetary Situation. 


Analyses on B. R. T., Westinghouse and 
U. S. Steel. 


Colton, Fales & Co.,67 Exchange Place, N. Y. 





Odd Lots for Investment. 

Investors Pocket Manual (monthly). 
Financial Review (weekly). 

A Suggestion to Investors. 

The Working Dollar. 

Money Talks. 


Buying and Selling Foresight. 


Chisholm & Chapman, 75 Broadway, N. Y. 





Present Prices of the Best Bonds. 

Circular and Chart on Relation Between Bond 
Prices and the Cost of Living. 

Attractive Offers of Municipal Bonds. 


A. B. Leach & Co., 149 Broadway, N. Y. 
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Money and Investments 
BY MONTGOMERY ROLLINS 


Dedicated to those of small fortunes who are de 
pendent upon the wise investment thereof. 

A comprehensive dictionary and reference book of 
10,000 items, alphabetically arranged, on investment 
and finance. You will profit by giving this helpful 
volume a prominent place in your investment library. 

438 Pages, Cloth Bound, 
Price $2.20 Delivered. 


THE MAGAZINE OF WALL STREET 











if you own securities : It you posted. 
Fearless, Frank, Honest. for eam- 


me 
ple copy. Money returned if not pleased 
Financial World, 18 B’way, N ¥ 


INVESTORS— You need 
| The Financial World | 








The Magazine of Wall Street. 
What It Stands For 











HIS magazine is now in its seventh year. We 
have twice increased our reading pages recently, 
so that the magazine is now 50 per cent. larger. 

In our early issues we blocked out for ourselves 
the field of practical, conservative speculation and 
investment. These subjects are always inextricably 
mixed and combined. We consider them together or 
separately, as occasion arises. So far as practicable, 
we classify our matter into speculative articles or 
investment articles, according to their predominating 
character. Thus we have a Bond Department, Public 
Utility Department, Investment Department, Traders’ 
Department, statistics, the current financial situation, 
etc.—in addition to general articles and editorials. 

We have endeavored to develop each department 
in a systematic and well-ordered growth, and to add 
new features as demand for them appeared. As the 
magazine broadened out, we concluded that the name 
“The Ticker and Investment Digest,” under which 
it was at first published, did not fully represent us, 
so we changed the title to Taz Macazing or Watt 
Sraezst. We also began to issue Taz Taznp Lerrzs, 
giving our opinion as to the general trend of the 
stock market. 

We can see that our work is not without its effect. 
We have always discouraged the gambling kind of 
speculation; and there is less of it today than ever 
before within the memory of the present generation. 
We have promoted careful, intelligent study of mar- 
ket conditions; and there is more of that kind of 
study now than ever before. We have counseled the 
public to buy in the panics and sell on the booms; 
and it is the universal testimony of brokerage houses 
that a larger proportion of the public does this now 
than ever before. We have insisted that there is a 
science of speculative investment; and more people 
are ready to admit that today than ever before. 

In the beginning, we laid down a rule for the 
selection of our articles. That rule is still im force 
today. It is this: 


“WILL THIS ARTICLE HELP OUR READERS 
MAKE MONEY?” 


And many readers have written us or stated to us 
that they have made hundreds or thousands of dollars 
as a result of ideas obtained from our columns. 

We feel that we have a record of achievement 
behind us, and we take satisfaction in it because it 
has been independently won. We have truckled to 
nobody, curried favor with nobody, have never relaxed 
our standard of honesty toward our readers, and we 
wear the collar of no special interest. 

We hope to make the history of this magazine 
one of systematic and continuous progress im the res- 
dering of a practical benefit to readers. 
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E make a specialty of 

out-of-town accounts 
and would correspond with 
investors and others who 
wish to take advantage of 
the important changes in 
security prices. 


To such we offer service 
founded on long experience, 
combined with careful and 
conservative judgment. 


We deal in odd lots for 
cash only. 


ALFRED MESTRE & CO. 


Members of the New York Stock Exchange 
42 Broadway New York 
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Great Feats Accomplished 


Grand Prizes Won 


Underwood 


the 


LEADER 


. In the Typewriter Field and in a class by itself 


Here are a few of its victories 
Holder of the Elliott Cresson Medal awarded by the Franklin Institute of 
Pennsylvania 
Holder of every Grand Prize of importance awarded in the last twelve years. 
Holder of every International Record for Speed, Accuracy, Stability 


Underwood 
“The Machine You Will Eventually Buy” 
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Studies In. . 
Tape Reading 


TT ce 





A simple and clear explanation of the time- 
tested principles by which tape readers can suc- 
cessfully forecast the market’s trend. Every 
trader should make a careful study of this vol- 
ume, and every investor and student of market 
By RICHARD D. WYCKOFF — affairs should read it for the helpful sugges- 









3 (Rollo Tape) 2 
au DOT Mn 
This is the only book ever written on the methods used by Wall Street’s most 


tions they will gain from it. 


successful operators in their 


Scientific Stock Market Analysis 


Contents: Chapter I—Introductory. Chapter II—Preliminary Suggestions. Chapter I1I—The Stock 
List Analyzed. Chapter I1V—Stop Orders, Trading Rules, etc. Chapter V—Volumes and Their Signifi- 

c Chapter VI—Market Technique. Chapter VII—Dull Markets and Their Opportunities. Chapter 
—The Use of Charts as Guides and Indicators. Chapter IX—-Daily Trades vs. Long Pull Opera- 
tions. Chapter X—Various Examples and Suggestions. Chapter XI—Obstacles to be Overcome—Possible 
Profits. Chapter XII—Closing the Trades—Suggestions for Students. 


Order this practical book today—and read it at your leisure. It will help you 
to place profits on the right side of your ledger-and keep them there. 


Price :—$3.06 Postpaid. 192 pages, illustrated; bound 
in limp leather; pocket size, with marginal notes. 
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investment Field Completely Covered 


Hundreds of money-making ideas in bound volumes of the Magazine of Wall 
Street. Wiéill not be reprinted, and these ideas are obtainable nowhere else. 





Volumes I, Il, IV, V, VI are sold out 
VOLUME Il 


Rollo Tape begins his famous Studies in 
Tape Reading. This volume embraces 
hundreds of points which every trader ought 
to know—Choice of Brokers—Selection of 
Stocks—Giving Orders—Habits and Rela- 
tionships of the Various « Leaders 
and Secondary Leaders—Trading Rules— 
Study of Volumes (especially valuable to 
out-of-town traders)—Investment articles— 
How I Studied Securities—Criticism of 
Amateurs’ Accounts—Mechanical Methods, 


etc. 
VOLUME VII 


What Makes the Market? ood 
Studies in Stock Speculation (continued 
Buying and Selling Zones—Volumes as a 
Key to Prices—How to Test Stop Orders— 
Profits in Bond Trading—Catching Small 
Fluctuations—Calculating the Force of the 
Market—Selecting Growing Investments— 
Safe Mining Stocks—How to Interpret the 
Bank Statement—Coffee—J udging the Value 
of Bonds—The Short Interest—Money 
Rates and Stock Prices, etc., with regular 
departments. 


VOLUME Vill 


Playing Panics—Bank Clearings and Stock 
Prices—Practical Stock Market Lessons (3 
articles)—-How to Catch the Intermediate 
Swings—Forecasting Trade Conditions— 
Fluctuation Value of Stocks—How Odd Lot 
Orders Are Handled—Selling Against New 
Stock Issues—Prospects of Erie—Charac- 
teristics of Bull and Bear Markets—Money 
and Prices—How Crop Damage Affects 
Stocks—Profits from the Bargain Indicator 
—A Study Course for Investors—The Stock 
Register (2 articles)—Are Corners Possible 
Now?—How to Use Puts and Calls—Bethle- 
hem Steel—Averaging, Etc., Etc. 


VOLUME IX 


Common Sense Use of Charts—Buying 
Bankrupt Stocks—Safe Methods of Spec- 
ulation—Averaging—Psychology of the 
Stock Market (5 articles)—How they Trade 
(5 articles)—Better Than Savings Bank 
Rates—Use of stp Orders—Real Estate 
Securities—20 Best Trading Stocks—Stocks 
for Income—Iron as a Stock Barometer— 
Why the Tape Is the Best Guide—Hedging 
of Investments—Regular Departments. 





VOLUME X 


Building Your Future Income—Investing 
for Profit—What the Investor Ought to 
Know—Notes on Office Trading—Law of 
Averages and the Stock Market—Makin 
Idle Bank Balances Pay—What Is Steel 
Common Worth?—The Porphyry Coppers 
—Making Money in Bonde sitorecestiog 
Business Conditions—The Small Investor— 
Coming Dividend Payers—Harriman’s 
Trading ener of the Stock 
Market, etc. egular Departments. 


VOLUME XI 


precesnssitng Business Conditions (6 ar- 
ticles), by Lawrence Chamberlain—What 
an Investor Ought to Know (6 articles), 
by Frederick ownhaupt—Investing for 
Profit (6 articles), by é. C. Selden—In- 
timate Talks on Securities, by Richard D. 
Wyckoff—Notes on Office Trading (6 ar- 
ticles)—Investing $10,000 Surplus—Earmarks 
of a Worthless Stock—Selection of Grow- 
ing Stocks—Rules of a Successful Specu- 
lator—The Stock Market Cycle—Practical 
Points for the Small Investor—The World’s 
Money Supply, by Maurice L. Muhlemann— 
Your Opportunities in Wall St.—When to | 
Buy and When to Sell—Legal Relations of 
Broker and Customer—Making Money in 
Copper Bonds—The Turn of the Trend— 
Regular departments and special articles by 
well-known writers in every issue. 


VOLUME XII 


Interpreting Financial Conditions (3 arti- 
cles), by G. C. Selden—Analysis of Market 
Conditions, by Scribner Browne—Banks and 
the New Banking Bill, by -H. M. P. Eckardt 
—Suggestions to a Beginner—Safeguards 
Against Failure of Brokers—Cost of Pro- 
ducing Copper—Cotton Situation, by 
Thomas Sinclair—Cumulative Effect of 
Liquidation, by R. D. Wyckoff—Dividends 
and Earnings (4 articles), by G. C. Moon— 
Getting a Good Income with Small Risk, 
by Frederick Lownhaupt—Story of a Suc- 
cessful Investor (3 articles), by R. D. 
Wyckoff—Tape Reading—Tariff Reduction 
and Security Values, by Byron W. Holt— 
Seasonal Movements of Stock Prices, by 
Haliburton Fales, Jr—What Are the Bond 
Bargains, by Frederick Lownhaupt—Other 
special articles and all regular departments. 





Bound in Green Cloth; Gold Lettering. 


Price $1.67 per Volume Postpaid 








